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Q. What are your name, employer and occupation?

A. My name is William M. Garfield. T am employed by Arizona Water Company as

President.

Q. Please describe your work experience, educational background and professional

affiliations.

A. Since my initial employment with the Arizona Water Company in February 1984, I
have held the positions of Engineer, Senior Engineer, Operations Manager, Vice President

of Operations, and I currently hold the position of President, which I have held since July

18, 2003.

I completed my undergraduate work at Southern Illinois University at Carbondale and
received a Bachelor of Science degree with honors in Thermal and Environmental
Engineering. I have taken post-graduate course work at Arizona State University in Civil
Engineering, including coursework in hydrology, water and wastewater treatment and

statistics. I am a member of Tau Beta Pi, a national honorary engineering society.

I am a member of the American Water Works Association, the Arizona Water and Pollution
Control Association and serve on the American Water Works Association’s Water Meter
Standards Committee. I have been active in numerous water industry stakeholder groups
with the Arizona Department of Environmental Quality (“ADEQ”), the Arizona Department
of Water Resources (“ADWR”) and the Central Arizona Groundwater Replenishment
District. I also participated in the water task force put together by the Arizona Corporation
Commission (the “Commission”). I serve on Arizona Water Company’s Board of
Directors, the Board of Directors of the Water Infrastructure Finance Authority of Arizona,
ADEQ’s Water Systems Coordinating Council, ADWR’s Statewide Water Resource

Advisory Group, and the Board of Directors of the Water Utilities Association of Arizona
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(“WUAA”), as well as currently serving as WUAA’s Vice President and Treasurer. I also
serve as Chairman of the Water Management Subcommittee of the Pinal Active
Management Area Groundwater User Advisory Council, and I am president of Arsenic

Remediation Coalition, a group of water providers assembled to address arsenic issues in
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Arizona.

Q. Will you be sponsoring any exhibits with your direct testimony?

A. Yes. I will be sponsoring the exhibits listed on the attached Exhibit List, with the

exhibits themselves following the Exhibit List in tabbed order:

WMG-1 ICFA with Elliott Homes dated January 20, 2003 [sic].
WMG-2 ICFA with SVVM 80 dated December 1, 2005.
WMG-3 ICFA with CHI Construction Company dated December 30, 2006.
WMG-4 ICFA with Sierra Negra Ranch dated July 10, 2006.
WMG-5 October 24, 2006 List of ICFAs
WMG-6 List of ICFAs produced on May 9, 2007
WMG-7 July 23, 2007 List of ICFAs
WMG-8 Decision No. 61943
WMG-9 Casa Grande P3 Agreement
WMG-10 Maricopa P3 Agreement
WMG-11 Chart of Payments to Maricopa
WMG-12 Map of Infringing ICFAs.
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Q. What is the purpose of your testimony?

A. I will describe from Arizona Water Company’s review of public records and what we
have been able to learn from data request responses and deposition responses given by the
Global Respondents’ (collectively, “Global”) representatives reasons why unregulated
Global entities are illegally and improperly conducting business as a public service
corporation outside the oversight and review of the Commission, why Global’s use of
“Infrastructure Coordination and Finance Agreements” (“ICFAs”) are illegal and improper
under Arizona law and Commission rules and procedures, why the use of funds under so-
called P3 agreements by the Global Entities is illegal and improper, and that Global has had
communications with, and in some cases even entered into utility service contracts with,

property owners within Arizona Water Company’s existing CCN area.

Q. In your years with Arizona Water Company, have you become familiar with
Arizona Water Company’s operations in Arizona and Pinal County and the Arizona

water utility industry?

A. Yes, I have. During my more than twenty years of working with Arizona Water
Company, both as an engineer and now as President, I have become very familiar with
Arizona Water Company’s operations. In addition, my involvement with a variety of water-
related boards and associations has provided me with a wide range of experience and
understanding, not only about private water companies but also about municipally owned
utilities, water improvement districts, community facility districts, and many different
governmental agencies, including state, county and local governmental agencies. My
experience in the utility industry has also afforded me the opportunity to network with other

utility managers in dealing with utility issues common to both private and public entities.
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Q.  Please briefly describe Arizona Water Company’s operations and resources in

the State of Arizona.

A.  Arizona Water Company is a Class A water company with over 82,000 customers
served by 22 water systems in eight counties in Arizona. Arizona Water Company has been
in business since 1955. The towns, cities and unincorporated areas served by Arizona
Water Company include Sedona, Pinewood, Ajo, Tierra Grande, Claypool, Globe, Forest
Towne, Bisbee, Sierra Vista, Oracle, Casa Grande, Mesa, Goodyear, Buckeye, Coolidge,
Randolph, Apache Junction, Gold Canyon, Miami, Pinetop-Lakeside, San Manuel,
Winkelman, Stanfield, Overgaard, Rimrock, the Goldfield area and Superior. We provide
utility service to portions of some of the above-listed cities which have their own water

system, such as Globe, Mesa, Goodyear, and Apache Junction.

Q. Does Arizona Water Company directly employ its employees, or are they

actually employees of an affiliate?

A. Arizona Water Company hires and trains its own employees for its utility operations
and does not rely upon affiliates or their employees to provide services necessary for any of

its utility operations.
Q.  Why is that?

A. Long experience has taught us that a utility works most efficiently when it hires,
trains, pays and retains its own employees. Our employees become experts on Arizona
Water Company’s procedures, practices and physical system. Moreover, it is better public
policy because it makes the Commission’s task of regulating a utility company more
effective and transparent. For example, Arizona Water Company pays its employees based
on their experience and skills. There is no hidden layer of profit, which can result when a

holding company or parent company of a utility provides all utility services to such utility
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and requires the utility to pay costs over which it has no control, thereby allowing the
affiliate to collect an extra layer of unregulated profit and resulting in increased costs of

service and higher rates.

In addition, my experience with other private and public water and wastewater utilities
shows that while small start-up water and wastewater utilities might sometimes share
personnel when customer counts are low, as utilities increase in size, the use of separate
personnel for operating and maintaining the water utility and operating and maintaining the
wastewater utility is very necessary and common. In fact, as you look at the largest Arizona
utilities, namely the cities of Phoenix, Mesa, Gilbert, Glendale, Chandler, Tucson, Tempe
and other large water and wastewater providers, the industry standard is to have separate

water and wastewater personnel and management.

Q. Does Arizona Water Company solicit requests for water service from real estate

developers and landowners?

A. No, we do not. We are not in the business of soliciting requests for water service, or
presenting ourselves in an aggressive marketing campaign as a preferred provider. That
conduct, in our view, would conflict with the role of a regulated public service corporation.
We have served as a regulated water utility service provider in Arizona for over 50 years.
We respond to emerging needs for water service as appropriate, and do not aggressively
market for growth. Rather, we plan ahead for additional water service, anticipate what areas
will need water service in the future, and plan for the extension of water service to those

areas to ensure we are capable of providing such service when water service is needed.
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Q. Does Arizona Water Company conduct all of its water utility service through

that single corporate entity?

A. Yes, we do. This is the same entity that is certificated by the Commission and which

has always been subject to the direct oversight and regulation of the Commission.

Q. From your review of Global’s data request responses and submittals in this and

related proceedings, and a review of public records, is Global similarly organized?

A.  No, not at all. Global set forth its complex organizational chart in a response to data

requests as follows:

Andrew Graham
Symmonds
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Commandeur
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Liles

= Bill Dan
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See JDH-2. Global Water Resources, LLC (“GWR?”) is either a Delaware and/or an Arizona
limited liability company. The Commission website lists GWR as a Delaware limited
liability company; however in various Commission filings, GWR has represented itself as
an Arizona limited liability company. It has sought to avoid oversight or regulation by the
Commission, although it appears to be acting in most respects as a public service

corporation, by among other things, entering into ICFA agreements under which it collects
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funds from developers for allegedly “coordinating” utility services by its subsidiaries.
Global Water Management, LLC (“GWM?”) is also variously listed by Global as a Delaware
and/or an Arizona limited liability company. Like GWR, it has sought to avoid the
oversight or regulation of the Commission, despite acting in most respects as a public
service corporation in Arizona, including the direct provision of labor, goods and materials
to the regulated Global subsidiaries, Santa Cruz Water Company (“SCWC”) and Palo Verde
Utilities Company (“PVUC”).

Q. Have you been able to determine what is the exact relationship between GWM,
GWR and the two regulated utilities, SCWC and PVUC?

A. Despite diligent inquiry, no. Global has thwarted our repeated efforts to obtain this
information. First and foremost, Global has repeatedly asserted that such information is
irrelevant in this proceeding and refused to produce books or records allowing us to trace
the flow of funds from ICFAs and other sources of funds through GWR downstream to
SCWC and PVUC. Moreover, Global has consistently refused to answer any data responses
or deposition questions directed to the availability of capital or other ﬁhancing from either
Global’s investors (the owners of GWR are listed across the top portion of Global’s flow
chart set forth above), or through outside sources to GWM or GWR. As such, GWR and
GWM are merely business conduits through which to pass money, labor, materials and
services that directly relate to the provision of utility services by SCWC and PVUC, but
GWM and GWR have sought to stay beyond the purview of the Commission’s oversight
and regulation. There appears to be a unity of interest and ownership by the investors in
GWM and GWR to the regulated utilities SCWC and PVUC, which have no separate
personality or existence other than what they are provided by GWR and GWM, which in
turn are subject to the infusion of funds from its investors and/or outside entities to an extent

that Global has refused to disclose.
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Q. To start with, do GWR or GWM have authority to act as a public service

corporation?

A.  No. By Global’s own admission and as reflected by the records of the Commission,
neither entity is a public service corporation in Arizona nor has either entity applied to the

Commission for such authority.
Q. Has GWR represented to the public that it can provide utility services?

A. Yes, on hundreds of occasions over the past several years. For example, in the
ICFAs, GWR represents itself as “providing services or benefits to landowners,” (WMG-1,
Recital) and that GWR acts as a “coordinator” “to facilitate an agreement” between the
landowner and SCWC and PVUC to provide for utility service (Id. at Recital, Para. D, F).
These ICFAs also obligate SCWC and PVUC to serve the development and for the

landowner to receive service from SCWC and PVUC

Q. Are there other examples of where GWR and GWM have operated as alter egos
or instrumentalities of PVUC and SCWC?

A. Yes. As set forth in the deposition responses of Trevor Hill and Cindy Liles also
filed as part of Arizona Water Company’s direct case, monies come and go through these
entities from upstream investors and unknown third parties, as well as ICFA funds from
landowners and developers. See Hill Depo. at 78-82; Liles Depo. at 46-67. These funds are
handled within GWR and GWM, with Global avoiding Commission oversight and
regulation. In ways that Global refuses to fully and properly disclose, GWR and GWM then
dole out the monies, labor and materials in their discretion at their predetermined rates and
charges to the regulated subsidiaries. All of these so-called infusions of capital into the
subsidiaries, as well as the payment for services by the subsidiaries, apparently occur

without the use of promissory notes or any written contracts between the various affiliates.
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Liles Depo. at 56-58. In this way, GWR and GWM have sought to avoid and evade the

Commission’s authority, regulation and oversight.

Q. Have GWR, SCWC and PVUC violated previous Commission orders

concerning notice and approval of their operations in the past?

A. Yes. In a February 17, 2006 “Notice of Intent” filed in Docket Nos. W-03576A-06-
0103> and SW-03575A-06-0103, SCWC and PVUC purported to provide after-the-fact
notice to the Commission of insider transfers of corporate interests within GWR “to existing
Global officers or key management personnel.” The Commission previously ordered GWR,
SCWC and PVUC to file a notice in advance so that the Commission could initiate
appropriate proceedings to determine whether such transfers were in the public interest
pursuant to a Settlement Agreement made between the named Global Entities and Staff and
approved by the Commission. The Commission also imposed the same requirements in a
subsequent order to SCWC and PVUC, Decision No. 67830 (May 5, 2005). GWR violated
those Commission orders and proceeded with the transfers without notice to the
Commission and without Commission approval. SCWC and PVUC filed a notice after the
transfers had already taken place, citing an “oversight” as the excuse for violating the

Commission’s orders.

Q. In what way has GWR used ICFAs to evade the oversight and regulation of the

Commission?

A. Again, Global has refused to disclose all the facts, but from what little has been
disclosed, it is apparent that GWR engages in an unauthorized scheme of entering into
ICFAs with a large number of landowners in Pinal County (as well as a number of
landowners in Maricopa County), including landowners located within Arizona Water

Company’s CCNs and areas contiguous to those CCNs. An example of a ICFA recorded in
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Pinal County dated in 2003 or 2004 is attached as Exhibit “WMG-1" and is incorporated by
this reference. Also attached are ICFA for areas in Pinal County dated 2005 and 2006,
Exhibits WMG-2 and WMG-3. Finally, GWR has also entered into ICFAs for areas in
Maricopa County. See Ex. WMG-4. |

As further detailed in the testimony of Joseph D. Harris, it is even unclear at this point as to
the number of ICFAs which GWR has entered into. Early in the discovery process, Global
provided a list of “all” ICFAs, which seemed to list more than 200 such documents. WMG-
5. Global later provided a CD which contained copies of 129 ICFAs, which Global
characterized as “all” ICFAs. Arizona Water Company has created a list of the ICFAs on
that CD. WMG-6. Recently, on July 23, 2007, Global provided a list of “all” ICFAs, which
listed approximately 150 ICFAs. WMG-7. Global’s unwillingness to clarify the exact
number of ICFAs in indicative of Global’s desire to conceal this entire matter from

Commission and public scrutiny.

In the ICFAs, GWR LLC characterizes itself as the “Coordinator” and states as follows:

A. Coordinator is engaged in the business of, among other
things, providing services or benefits to landowners, such as: (i)
developing master utility plans . . . ; (ii) providing construction
services for water and wastewater treatment facilities, and (iii)
providing financing for the provision of infrastructure in
advance of and with no guarantee of customer connections.

B. Coordinator is the owner of Santa Cruz Water Company,
LLC (“SCW?) and Palo Verde Utilities Company, LL.C
(“PVU”) and provides equity for its subsidiaries [sic] capital
improvements.

WMG-2.

The ICFAs further recite that the landowner sought “to engage Coordinator to provide
various services including but not limited to arranging and coordinating for the Landowner

the provision of Utility Services by SCW and PVU,” and would work with GWR LLC to
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include the landowner’s land in the CCNs of SCW and PVU. Id., Recitals D. GWR LLC

also promises in the ICFAs to provide “will serve” letters from SCW and PVU.

The ICFAs further provide that GWR will act as a utility in all but name by “coordinating”

utility services by its wholly-owned subsidiaries:

Coordinator shall undertake good faith efforts to facilitate,
arrange and/or coordinate with SCW and PVU, as necessary,
to provide Utility Services to Landowner, including without
limitation, obtaining all necessary permits and approvals . . . .
Coordinator shall make good faith efforts to cause SCW and
PVU to provide water [source] and storage as well as waste
water treatment Utility Services to Landowner for the Land.
Water and wastewater lines will be constructed to the property
krﬁec (])f the Land . . . at locations to be designated by [GWR

Id., § 1. The ICFAs also provide that GWR will “arrange and obtain” for the landowner a
lengthy list of utility services from SCWC and PVUC, such as expanding CCN areas,

preparing master plans, and developing water plant and well source capability. 1d., 9 1-2

The relationship of ICFAs to more familiar line extension agreements was made clear in the
deposition testimony of Cynthia Liles. According to Ms. Liles, Global offered prospective
developers the option of entering into either (a) a line extension agreement with a regulated
utility such as SCWC or PVUC, or (b) an ICFA with the unregulated GWR. Liles Depo. At
8, 16-20. Although Global initially offers the two mechanisms as interchangeable
(indicating that Global intends the ICFA to replace the Commission-approved line extension
agreement), Global ends up steering most, if not all, developers into ICFAs allegedly

outside of the Commission’s oversight and regulation. Liles Dep. at 17-18.

The ICFAs require a tie-in arrangement compelling the landowners to enter into main
extension agreements with SCWC and PVUC, to grant SCWC and PVUC various
easements, and to eventually grant SCWC any and all water rights and wells on the affected

properties. WMG-1, § 3. Such tie-in arrangements are entered into without regard for the
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larger public interest, such as the interest of the ultimate water utility customers, in
furtherance of an unlawful scheme that is inimical to the provision of utility services under

longstanding Commission practice and policy and Arizona law.

The ICFAs also require the landowner “or its assigns in title and/or successors in title” to
pay GWR a fee of up to $5,500 per defined “equivalent dwelling unit,” adjusted upward
over time based on the consumer price index plus an additional percentage. WMG-4, 9 4.
Such charges by GWR stand completely unregulated by the Commission. Despite repeated
inquiries, Global has also failed to explain exactly how the fee is calculated, other than
claiming that the amount approximates an “interest carry.” Hill Depo. at 78-80; Liles Depo.
at 20-25. Only recently did Global provide a calculation of the total amount it expects to
collect from ICFAs in the CCN expansion area covered by Docket No. 01445A-06-0199,
revealing the amount of $312 million dollars — all allegedly outside of Commission

oversight and regulation.
Q. Do you perceive other problems with the ICFA scheme?

A. Yes. The ICFAs further require that they shall be recorded with the County Recorder
(generally Pinal County, but also Maricopa County). Thus, the ICFAs impose an
unreasonable burden on the land and are intended to bind future landowners, and further
frustrate and interfere with the Commission’s authority to oversee and regulate the provision

of public utility service to the ultimate customers.

No Arizona law or statute, and no Commission decision or order, rule or regulation, allows
GWR to act outside of the jurisdiction, oversight or approval of the Commission and charge,
demand or collect a fee for “coordinating” or “facilitating” the provision of such utility
services. Furthermore, no Commission deletion proceeding would effectively remove the

obligation recorded against the affected properties if PVUC and SCWC were unable or
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unwilling to provide service, effectively binding the landowner forever to receive service

from GWR and their captive utilities.

Global also contends that it does not market or promote its ICFA schemes to developers, but
instead waits for developers to approach Global about entering into ICFAs. However,
Global has refused to answer Arizona Water Company’s data requests seeking information
about Global’s communications with developers and landowners (AWC 1.2, 1.3 and 1.4),
preventing Arizona Water Company from investigating these communications and
determining Global coerced or deceived landowners into entering such agreements. By
refusing to respond to Arizona Water Company’s data requests on these issues, Global has
also concealed any representations or promises made by Global to induce landowners and

developers to enter into such ICFAs.

Q. Has the Commission denied requests by SCWC and PVUC to charge similar up

front fees to developers and landowners?

A. Yes. See Decision No. 61943 (September 17, 1999), attached as Exhibit WMG-8.
The effect of the ICFAs is to enable GWR to improperly charge hookup fees for the
provision of utility services which the Commission has expressly refused to allow SCWC
and PVUC to charge, thereby unlawfully circumventing the Commission’s jurisdiction and

authority.

Q. Do the ICFA funds trigger concerns over treatment of financing for rate making

purposes?

A. Yes. GWR is using the ICFAs to circumvent those Commission denials and evade
the Commission’s oversight and jurisdiction by collecting fees in exchange for “facilitating”

utility services by regulated subsidiaries in direct violation of Commission orders and in
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violation of Article 15, Section 3 of the Arizona Constitution and A.R.S. § 40-202. GWR
may be mischaracterizing such unregulated payments by landowners as “paid in capital” by
GWR to its regulated entities in order to evade Commission policy, where such payments
are required to be properly recorded as advances or contributions in aid of construction and
thus be excluded from rate base for ratemaking purposes — if the utilities had been

authorized to collect such fees, which they have not.

Global has represented (and the ICFAs recorded against most, if not all, of the affected
parcels show) that, except for the onsite distribution and collection systems, i.e., those
facilities immediately contained within each subdivision, the majority of utility
infrastructure is funded through Global’s purported equity funding in its utilities. But none
of these investments by Global has ever been the subject of a rate proceeding, and none of
the parent company’s “overhead” or profit has ever been scrutinized in regulatory reviews

by the Commission.
Q.  Are there any problems with Global’s so called “P3 Agreements”?

A. Yes. GWR has entered into P3 Agreements, from what we have learned in responses
to data requests and depositions, with the City of Casa Grande, see Exhibit WMG - 9, and
the City of Maricopa, see Exhibit WMG — 10.

Global seeks to benignly characterize the P3 Agreements as a beneficial “public-private
partnership” that will “harmonize rates” and provide “innovative revenue streams” to the
municipalities. In fact, the P3 Agreements provide that in exchange for payments from
GWR (but purportedly passed through to its future customers via rates charged by SCWC
and PVUC) as well as a flat fee paid for each residential home connected “to Global’s water
and wastewater system within the jurisdictions of the City” (although Global has so far

evaded regulation as a public service corporation and has no such systems, or authority to
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collect such fees), the municipalities will cooperate in seeking Commission “approval of
SCWIC] and PVUI[C]’s proposed expansion of the CC&N over Global’s Planning Area.”
See WMG - 9, paragraph 17(a).

The P3 Agreements, which Global has failed to present to the Commission or Staff for
review or approval, promote a scheme for the payment of a bounty to be reimbursed by
future ratepayers in order to curry financial favor with the municipalities in Global’s desired
expansion area. (In a delayed response to Arizona Water‘ Company’s data requests, Global
recently disclosed that GWR has paid more than $516,000 to the City of Maricopa. WMG-
11. Besides improperly affecting municipal actions vis-a-vis Global, such amounts are
apparently passed on to the utility bills of Global’s customers.) Despite their recitals, the
P3s subvert the public interest and constitute a concerted scheme by the unregulated Global
entities to avoid compliance with Arizona law and policy and to evade Commission

jurisdiction and authority.

Global has also refused to respond to Arizona Water Company’s data requests seeking
information on Global’s communications with municipalities concerning P3 Agreements
(AWC 19, 1.10, 1.11 and 1.12), thus preventing Arizona Water Company from
investigating the representations made by Global when negotiating the P3 Agreements and

insulating the P3 Agreements from further analysis by the Commission.

In summary, the effect of the P3 Agreements is that GWR collects fees from prospective
utility customers in order to provide a financial incentive to neighboring municipalities to
support Global’s efforts to expand its regulated utilities” CCNs, in complete disregard for

the public interest.
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Q. Has Global illegally infringed on Arizona Water Company’s CCN area and

interfered with Arizona Water Company’s existing customers?

A. Yes. Global entered into ICFAs directly with landowners within Arizona Water
Company’s existing CCN areas, without seeking and obtaining a deletion of that Certificate,
in blatant disregard of the public interest and Arizona Water Company’s rights. Liles Depo.
at 27-31 and Exhibit WMG-12.

Q.  Where exactly are the areas where Global has infringed?

A. After a lengthy delay, Global finally produced a map indicating the ICFA areas
(generally in the Stanfield area) which overlap and infringe on Arizona Water Company’s
Stanfield CCN area. Attached as Exhibit WMG-12 is a copy of that map. As revealed in
the testimony of Cynthia Liles, Global has not attempted to record these particular ICFAs.
Because Global has provided Arizona Water Company with copies of only recorded ICFAs,

Arizona Water Company does not have copies of the infringing ICF As.

Q. Is Global’s admission that it has acquired Francisco Grande Utility Company
and CP Water Company troubling to you?

A. Yes, for several reasons. First, the Arizona Revised Statutes prohibit a public service
corporation from purchasing, acquiring, taking or holding any part of the capital stock of
any other public service corporation without first obtaining permission from the
Commission and any such assignment, transfer, contract or agreement for assignment or
transfer of any stock in violation of this provision becomes void. See A.R.S. § 40-285 D-E.
To date, none of the acquisitions by Global of any public service corporation has been
submitted for review or approval by the Commission. If Global believes these acquisitions

are truly in the public interest and intend to manage, control and own utilities in Arizona, it
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should not evade the requirement to submit all of its transactions, including ICFAs and
acquisitions, to the Commission for review and approval. Finally, the fact that Global is
using ICFA funds it has collected from developers and landowners to fund its acquisition of
regulated water utilities and CCN areas is inimical to Commission policy and procedure and
Arizona law. When compared to the transfer of CCN from Francisco Grande Utility
Company to Arizona Water Company over the past several years, all at no cost to Arizona
Water Company or its water customers, its seems contrary to the public interest for GWR to
be buying up CCN, collecting ICFA fees to fund such purchases, and then making

ratepayers and homeowners pay the price in the form of higher rates, higher home prices or

both.

Q. Are there any negative concerns about Global’s business plan compared with

that of Algonquin Water Resources of America?

A. Yes, there are many concerns. First, it should be noted that Mr. Hill and Mr.
Symmonds were both instrumental in the formation of Algonquin Water Resources of
America (“Algonquin”). Mr. Hill was actually one of the co-founders. Like Global,
Algonquin worked to avoid the Commission regulation, preferring instead to exploit the
benefits from such ownership and control without the need to fully disclose its activities to:
the Commission. This type of conduct was recently addressed in the Black Mountain Sewer
Company rate decision, see Decision No. 69164, in which the Commission severely
criticized Algonquin and removed certain expenses from recovery from ratepayers because
of the inherent conflict of interest and double counting of corporate profit. This business
model is not unique to Algonquin, but by the very fact that both companies were formed by
Mr. Hill, it appears that Global’s business plan has been formed out of the same flawed

“model” as Algonquin’s.

585357.3:0196941 18




Bryan Cave LLP
Two North Central Avenue, Suite 2200

Phoenix, Arizona 85004-4406

(602) 364-7000

O e 9 N L e W N =

| N NG T N T N S N T N e N N N T N T e e G g G W
e 3 N W kW ND= O O N Y D REWNND R

Q.  Have other utility commissions dealt with similar holding company issues?

A.  Yes. Kansas adopted laws to give its Commission jurisdiction over holders of the
voting stock of public utility companies and to require disclosure of the identity of the
owners or substantial interests therein, as well as access to the accounts and records of
affiliated interests, relating to transactions between them and public utility companies.
Kansas law also provides that “no management or similar contract with any affiliated
interest shall be effective unless first filed with the Commission, and authorizes the
Commission to disapprove any such contract not found to be in the public interest.” That
state’s laws further provide that “in ascertaining the reasonableness of a rate or charge to be
made by a public utility, no charge for services rendered by a holding or affiliated company,
shall be given consideration in determining a reasonable rate or charge unless there be a full
showing made by the utility affected by the rate or charge as to the actual cost to the holding
or affiliated company furnishing such service and material or commodity. Such showing
shall consist of an itemized statement furnished by the utility setting out in detail the various
items, cost for services rendered and material or commodity furnished by the holding or

affiliated company.” See State Corporation Commission of Kansas v. Wichita Gas Co., 290

U.S. 561 (1934).

California addressed similar concerns in a 2003 investigation into the San Diego Gas and
Flectric Company in which the California Public Utilities Commission (“CPUC”) had
concerns over the utility and its unregulated affiliates that had substantial business activities
within the utility’s service territories that created “conflicts of interest” between the utility
and its ratepayers and the utility’s unregulated affiliates. The CPUC stated, in part,
“(b)ecause of the potential for abuse from the holding company structure, the CPUC’s
authorizations for the formation of the utility’s holding companies depended on their

compliance with a set of carefully considered conditions.” The CPUC’s investigation also
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determined that the unregulated activities created a direct conflict between the interests of
the holding companies and the regulated utility and its ratepayers and found it was
particularly problematic given the large magnitude of the unregulated activities in terms of
dollars, and the breadth of these activities, covering nearly every area of energy services.

See Order Instituting Investigation before CPUC dated 1-16-2003.
Q. Are there any parallels with the Kansas and California cases in this proceeding?

A. Yes. Global, as a holding company with regulated utilities in Arizona, has entered
into ICFAs covering “nearly every area of water and wastewater services.” Global admits
that it provides all services to its regulated utilities. Global, an unregulated parent and
affiliate of SCWC, PVUC, Cave Creek Water Company, Water Utility of Greater Tonopah,
et al., has filed ICFA agreements which cover extensive areas from which they collect
untariffed fees from landowners. Collectively, Global, with its aggressive push to take in
approximately 300 square miles of service territory in the Maricopa-Casa Grande area
alone, could potentially collect $2.6 billion or more from such ICFAs with landowners,
essentially structured to lock in water and wastewater service territories for its regulated
utilities. This estimate is based on the $3,500 per lot Global charges in ICFA fees, 4 lots per
acre, and 300 square miles of territory sought. ICFAs recorded recently in Pinal County
show ICFA fees exceeding $5,000 per lot. Moreover, Global recently disclosed that it
expected to collect more $312 million in fees from developers under ICFAs in the extension

area requested in Docket No. W-01445A-06-0199.

Q. What remedies does Arizona Water Company seek from the Commission in this

proceeding?

A.  First, the unregulated Global Entities, specifically including GWR and GWM, should

be declared to be acting as public service corporations pursuant to Article 15, Section 2 of

585357.3:0196941 20




Bryan Cave LLP
Two North Central Avenue, Suite 2200

Phoenix, Arizona 85004-4406

{602) 364-7000

O 00 3 N R W N e

NN NN N NN NN R e e e e e e s e
0 N O U R W N R OO 0N R W N = O

the Arizona Constitution, and subjected to the jurisdiction and regulation of the
Commission. Further, the Commission should enjoin or issue a cease and desist order to
GWR, GWM, and all persons and entities acting in concert with these entities, from acting
as public service corporations, negotiating or executing ICFAs, handling and passing
through funds or otherwise directing the activities of the regulated utilities, unless and until

they subject themselves to the jurisdiction and regulation of the Commission.

Specifically, as to the ICFAs and P3s, GWR and any other Global entity should be enjoined
or ordered to cease and desist from imposing and collecting the charges and fees assessed
under such agreements, and similarly from marketing and contacting landowners and
perspective customers, entering into negotiations or assessing or paying such fees or charges
under such agreements until such practices are reviewed and approved by the Commission.
Further, the unregulated Global entities should be enjoined and directed to cease and desist
from soliciting or entering into ICFAs or any other agreements with landowners for water

service within Arizona Water Company’s existing CCN areas.

Finally, Arizona Water Company seeks an order that the ICFAs entered into by the Global
entities be declared unlawful and null and void, and for an order requiring Global to refund
all fees and charges collected under the ICFAs to the respective landowners and developers
with interest and upon other appropriate terms, and that the Global entities take steps to
release and re-convey any recorded interests arising out of the ICFAs so as to restore clear

title to the affected properties.
Q.  Does this complete your prepared direct testimony?

A. Yes, it does.
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EXHIBITS

ICFA with Elliott Homes dated January 20, 2003 [sic].

ICFA with SVVM 80 dated December 1, 2005.

ICFA with CHI Construction Company dated December 30, 2006.

ICFA with Sierra Negra Ranch dated July 10, 2006.
October 24, 2006 List of ICFAs

List of ICFAs produced on May 9, 2007

July 23, 2007 List of ICFAs

Decision No. 61943

Casa Grande P3 Agreement

Maricopa P3 Agreement

Chart of Payments to Maricopa

Map of Infringing ICFAs.
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ORIGINAL and 13 COPIES of the foregoing
filed this 2/~ day of August, 2007 with:

Docket Control Division

Arizona Corporation Commission
1200 W. Washington

Phoenix, AZ 85007

COPY ofthe fgfregoing hand-delivered/
mailed this i day of August, 2007 to:
Dwight D. Nodes

Administrative Law Judge
Hearing Division

Arizona Corporation Commission
1200 W. Washington

Phoenix, AZ 85007

[hand-delivered]

Christopher Kempley, Esq.

Chief Counsel, Legal Division
Arizona Corporation Commission
1200 W. Washington

Phoenix, AZ 85007

[hand-delivered]

Ernest G. Johnson

Director, Utilities Division
Arizona Corporation Commission
1200 W. Washington

Phoenix, AZ 85007

[hand-delivered]

Michael W. Patten, Esq.
Roshka DeWulf & Patten, PLC
One Arizona Center

400 E. Van Buren St., Suite 800
Phoenix, AZ 85004

Attorneys for Applicants

Santa Cruz Water Company, L.L..C.

and Palo Verde Utilities Company, L.L.C.

[testimony e-mailed]
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INFRASTRUCTURE COORDINATION AGREEMENT

THIS INFR%TURE COORDINATION AGREEMENT (this “Agrecment”)
is entered into as of r 2o, 2003 between Phoenix Capital Partners, LLC, an Arizona
limited liability company (“Coardinator”) and Elliott Homes, Inc., an Arizona corporation

(“Landowner™).
RECITALS

A. Coordinator is engaged. in the business of, among other things, providing the
following services or benefits to landowners, directly, or indirectly through its subsidiaries or
affiliates, including Santa Cruz Water Company, LLC, an Arizona limited liability company
(“SCW™) and Palo Verde Utilities Company, LLC, an Arizona limited liability company
(“PVUY): (i) developing master utility plans for both wet and dry utilities of all types, including
without limitation natural gas, electricity, cable television, Internet, intranet, and
telecommunications services; (ii) providing construction services for water and wastewater
treatment facilities, (iii) facilitating the provision of water and wastewater services, (iv)
facilitating the provision of dry utility services, and/or (v) providing access to long-term
agreements with strategic partners that provide natural gas, electrical, telecommunications,
Internet, intranet, and cable television services, and other similar services. Coordinator is a non-
regulated company and is not subject to utility regulation by the State of Arizona Corporation
Commission (the “Commission’).

B. SCW and PVU are (i) fully accredited public service compames approved by the
Commission to provide water company and wastewater company services, respectively (the
“Utility Services”), and (ii) regulated utility companies, subject to regulation by the Commission.

C. Landowner is in the process of developing certain real property, as more fully
described on Exhibit A hereto (the *Development”) and, in connection therewith, desires (i) to
engage Coordinator to provide various services and to coordinate the activities of SCW and PVU
with respect to the provision of Utility Services to and with respect to the Development, and (ii)
to ensure that Development is included as part of the service area for SCW and PVU, on the
terms and conditions hereinafter set forth,
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D. The Development is currently in, or is in the process of being included in, the
appropriate Certificate of Convenience and Necessity (“ Q& ") covering the provisions of
Utility Services by SCW and PVU.

AGREEMENT

NOW, THEREFORE, fo} good and valuable consideration, the receipt and sufficiency
of which are hereby acknowledged, the parties hereto agree as follows:

1. Obligations of Coordinator. Upon execution of this Agreement, Coordinator shall
coordinate its activities and those of SCW and PVU as necessary to make Utility Services
available to Landowner at the property line of the Development, at a location to be designated by
Coordinator (the “Delivery Point”). In addition to other administrative services to be provided
by Coordinator, Coordinator agrees to use its good faith efforts to coordinate and provide access
to expanded dry utility agreements currently in place to benefit the Development. The dry utility
services may include natural gas, electricity, telephone, cable television, Internet, and intranet
services. In particular, Coordinator will use its good faith efforts to negotiate modifications to
existing dry utility agreements with Coordinators to include the Development within their service
boundaries. Landowner acknowledges and agrees that nothing in this Agreement is intended to
prohibit Coordinator, its successors of assigns or their respective subsidiaries or affiliates from
investing in or owning companies formed for purposes of providing any one or more of the dry
utility services contemplated in this Agreement. Landowner shall not be obligated to enter into

any agreements with Coordinators of or to accept any dry utility services without Landowner’s
written approval, in Landowner’s sole discretion.

2. Coordination with SCW and PVU. Coordinator agrees to coordinate its activities
and cause SCW and PVU to provide the services more fully described on Exhibit B hereto,
subject to obtaining the applicable regulatory approvals. Landowner shall be responsible for
entering into separate Water Facilities Extension and Wastewater Facilities Extension
Agreements (the “Extension Agreements”) with SCW and PVU, respectively, before
Coordinator shall have any obligations with respect to coordinating the activities of SCW and
PVU pursuant to this Section 2. The Extension Agreements shall be in form and content
acceptable to SCW, PVU and Landowner, as applicable. Landowner acknowledges that the
Extension Agreements may provide that if the Development exceeds two-hundred and fifty (250)
acres, Landowner may be required to utilize effluent for both peak and off-peak periods.

3. Obligations of Landowner. Landowner agrees to cooperate with Coordinator as
reasonably requested by Coordinator and agrees to provide all information and documentation
about the Development necessary for Coordinator to comply with its obligations under this
Agreement. In addition, Landowner agrees to grant to SCW and/or PVU, as the case may be, all
necessary easements and rights of way for the construction and installation and subsequent
operation, maintenance and repair of the Utility Services. Such easements and rights of way shall
be of adequate size, location and configuration so as to allow SCW and PVU ready and all
weather access to all facilities for maintenance and repairs and other activities necessary to
provide safe and reliable water and wastewater Utility Services. In addition, Landowner agrees
to provide and transfer to SCW any and all water rights including, but not limited to,

2
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Grandfathered Irrigation Rights, Type I rights and /or Type II rights which run with or relate to
the Development and which Coordinator determines, in its sole discretion, to be useful. Further,
any wells which Coordinator, in its sole discretion, deems useful, whether operational,
abandoned, agricultural or otherwise, will be transferred and conveyed by Landowner to SCW at
no cost to SCW or Coordinator. Lastly, if Coordinator and/or SCW identify future wells sites,
Landowner shall cause such well sites to be identified on the Plat Approval and dedicated to
SCW in fee, free of all liens, claims and encumbrances of any kind or nature whatsoever. Any
well sites not transferred to SCW are to be decommissioned at the Landowner’s expense.

4. Payment Obligations. Upon the earlter to occur of (i) the date Landowner’s
obtaining final plat approval with respect to the Development and such plat being recorded in the
Official Records of Pinal County, Arizona (the “Plat_Approval”), or (it) the date upon
Coordinator notifies Landowner that all improvements necessary for SCW and PVU to provide
water and wastewater services to the Delivery Point have been completed, Landowner shall pay
Coordinator the sum of $2,200 per equivalent dwelling unit in the Development (the “Landowner
Payment.”)

At the discretion of the Coordinator, the Coordinator may collect advance funds on account of
the Landowner Payment from the Landowner as follows:

» At the time field survey, design and engineering commences Landowner shall pay
an amount equal to $50.00 per equivalent dwelling unit times the number of equivalent dwelling
units planned for the Development.

» Landowner shall pay an advance of $550 per equivalent dwelling unit times the
number of equivalent dwelling units planned for the Development. This amount has been
calculated based upon estimated improvement costs (from most recent prices available) plus 20%
contingency. The advance shall be paid as follows:

> Two weeks prior to the start of construction of the water and wastewater
distribution and collection system to serve the Development, Landowner shall pay $100 per
equivalent dwelling unit times the number of equivalent dwelling unit planned for the
Development.
> Then monthly Landowner will be billed a pro-rata amount of the costs of
the construction of the water and wastewater distribution and collection system based upon
invoices received. The monthly amounts billed will be payable to Coordinator within 20 days of
receipt of the billing. The maximum additional advance required from Landowner i1s $450 per
equivalent dwelling unit, but this shall not limit Landowner’s obligation for the balance of the
Landowner Payment.

For the purposes of this Section 4, the number of equivalent dwelling units within the
Development shall be calculated as follows: (i) each single family residential lot included in the
Plat Approval shall constitute one (1) equivalent dwelling unit, (ii) each gross acre of retail or
commercial office property included in the Plat Approval shall constitute three (3) equivalent
dwelling units, (iii) each gross acre of industrial property included in the Plat Approval shall
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constitute four (4) equivalent dwelling units; and (iv) each gross acre of multi-family property
included in the Plat Approval shall constitute five (5) equivalent dwelling units. If the payment to
be made by Landowner pursuant to this Section 4 is due and owing pursuant to clause (ii) above
prior to the Plat Approval, Coordinator shall reasonably calculate the Landowner Payment and
Landowner shall make an initial payment based upon Coordinator’s reasonable calculation.
Following the Plat Approval, Landowner and Coordinator shall reconcile the amount paid by
Landowner pursuant to the preceding sentence with the actual Landowner Payment and
Landowner shall pay to Coordinator or Coordinator shall pay to Landowner, as the case may be,
the amount necessary to reconcile such payment. Fees payable to SCW and PVU, and
reimbursement for certain costs and expenses incurred by Landowner with respect to the
obtaining of Utility Services are not the subject of this Agreement shall be paid and reimbursed
to the appropriate parties in accordance with the Extension Agreements

5. No Partnership.  Coordinator and Landowner are acting as independent
contractors pursuant to this Agreement. Nothing in this Agreement shall be interpreted or
construed (i) to create an association, joint venture, or partnership among the parties or to impose
any partnership obligation or liability upon either party, or (ii) to prohibit or limit the ability of
Coordinator to enter into similar or identical agreements with other landowners, even if the

activities of such landowners may be deemed to be in competition with the activities or
Landowner.

6. Default.

(a) Landowner shall be deemed to be in material default under this Agreement
upon the expiration of ten (10) days, as to monetary defaults, and thirty (30) days, as to
nonmonetary defaults, following receipt of written notice from Coordinator specifying the
particulars in which a default is claimed unless, prior to expiration of the applicable grace period
(ten (10) days or thirty (30) days, as the case may be), such default has been cured. A default by
Landowner under this Agreement shall constitute a default by Landowner under the Extension
Agreements and a default by Landowner under the Extension Agreement(s) shall constitute a
default under this Agreement.

(b) In the event Landowner is in default under this Agreement, the provisions
hereof may be enforced by an action for specific performance, injunction, or other equitable
remedies in addition to any other remedy available at law or in equity. In this regard, in the event
Landowner fails to pay any amount as and when due (including the Landowner Payment), which
failure is not cured within ten (10) days after notice thereof in accordance with the provisions of
Section 6(a) above, such delinquent amounts shall bear interest at the rate of fifteen percent
(15%) per annum from the due date until paid. In addition, to the extent such sums remain
unpaid following such ten (10) day period, Coordinator may claim a lien for such sum, together
with interest thereon as set forth above, which may be foreclosed against the Development in the
manner prescribed by law for the foreclosure of realty mortgages.

(c) Amounts owed but not paid when due by Landowner shall be a lien
against the Development. The lien shall attach and take effect only upon recordation of a claim
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of lien as described below in the office of the Pinal County Recorder by Coordinator. A claim of
lien shall include the following:

) The name of the lien claimant.

(i)  The name of the party or then owner of the property or interest
against which the lien is claimed.

(iii) A description of the property against which the lien is claimed.

(iv) A description of the default or breach that gives rise to the claim of
lien and a statement itemizing the amount of the claim.

(v) A statement that the lien is claimed pursuant to the provisions of
this Agreement and reciting the date of recordation and recorder’s
document number of this Agreement.

(vi)  The notice shall be acknowledged, and after recordation, a copy
shall be given to the person against whose property the lien is
claimed in any manner prescribed under Section 15 of this
Agreement. The lien may be enforced in any manner allowed by
law, including without limitation, by an action to foreclose a
mortgage or mechanic’s lien under the applicable provisions of the
laws of the State of Arizona.

(d)  If the Landowner posts either (a) a bond executed by a fiscally sound
corporate surety licensed to do business in the State of Arizona, or (b) an irrevocable letter of
credit from a reputable financial institution licensed to do business in the State of Arizona
reasonably acceptable to Coordinator, which bond or letter of credit (i) names Coordinator as the
principal or payee and is in form satisfactory to Coordinator, (ii) is in the amount of one and one-
half (1-%%) times the claim of lien, and (iii) unconditionally provides that it may be drawn on by
Coordinator in the event of a final judgment entered by a court of competent jurisdiction in favor
of Coordinator, then Coordinator shall record a release of the lien or take such action as may be
reasonably required by a title insurance company requested to furnish a policy of title insurance
on such property to delete the lien as an exception thereto. Landowner shall post the bond or
letter of credit by delivery of same to Coordinator. All costs and expenses to obtain the bond or
letter of credit, and all costs and expenses incurred by Coordinator, shall be borne by Landowner,
unless Landowner is the prevailing party in any litigation challenging the claimed lien.

7. Attorneys’ Fees. If any dispute arises out of the subject matter of this Agreement,
the prevailing party in such dispute shall be entitled to recover from the other party its costs and
expenses (including reasonable attorney’s fees) incurred in litigating or otherwise resolving such
dispute. The parties’ obligations under this Section shall survive the closing under this Agreement.

8. Applicable Law; Venue: Jurisdiction. This Agreement shall be governed by and
construed in accordance with the laws of the State of Arizona, notwithstanding any Arizona or other
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conflict-of-law provisions to the contrary. The parties consent to jurisdiction for purposes of this
Agreement in the State of Arizona, and agree that Maricopa County, Arizona, shall be proper venue
for any action brought with respect to this Agreement.

9. Interpretation. The language in all parts of this Agreement shall in all cases, be
construed as a whole according to its fair meaning and not strictly for nor against any party. The
section headings in this Agreement are for convenience only and are not to be construed as a part
hereof The parties agree that each party has reviewed this Agreement and has had the
opportunity to have counsel review the same and that any rule of construction to the effect that
ambiguities are to be resolved against the drafting party shall not apply in the interpretation of
this Agreement or any amendments or any exhibits thereto. Except where specifically provided
to the contrary, when used in this Agreement, the term “including” shall mean without limitation
by reason of enumeration. All pronouns and any variations thereof shall be deemed to refer to

masculine, feminine or neuter, singular or plural, as the identity of the person(s) or entity(ies)
may require.

10.  Counterparts. This Agreement shall be effective upon execution by all parties
hereto and may be executed in any number of counterparts with the same effect as if all of the

parties had signed the same document. All counterparts shall be construed together and shall
constitute one agreement. '

1. Entire Agreement. This Agreement constitutes the entire integrated agreement
among the parties pertaining to the subject matter hereof, and supersedes all prior and
contemporaneous agreements, representations, and undertakings of the parties with respect to such
subject matter. This Agreement may not be amended except by a written instrument executed by all
parties hereto.

12. Additional Instruments. The parties hereto agree to execute, have acknowledged,
and deliver to each other such other documents and instruments as may be reasonably necessary
or appropriate to evidence or to carry out the terms of this Assignment.

13. Severability. Every provision of this Agreement is intended to be severable. If
any term or provision hereof is illegal or invalid for any reason whatsoever, such illegality or
invalidity shall not affect the validity or legality of the remainder of this Agreement.

14. Incorporation by Reference. Every exhibit, schedule and other appendix attached
to this Agreement and referred to herein is hereby incorporated in this Agreement by reference.

15.  Notices. Any notice, payment, demand or communication required or permitted
to be given by any provision of this Agreement shall be in writing and shall be delivered
personally to the party to whom the same is directed or sent by registered or certified mail, return
receipt requested, addressed to the addresses set forth on the signature page hereto. Any such
notice shall be deemed to be delivered, given and received for all purposes as of the date so
delivered if delivered personally, or three business days after the time when the same was
deposited in a regularly maintained receptacle for the deposit of United States mail, if sent by
registered or certified mail, postage and charges prepaid, or if given by any other method, upon
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actual receipt; provided that notwithstanding the foregoing, notice of any change of address shall
be effective only upon actual receipt of such notice.

16.  Binding Effect. This Agreement shall be binding upon and inure to the benefit of
the successors and assigns of the respective parties. This Agreement constitutes a covenant
running with the land, shall be binding upon the Development for the benefit of Coordinator, its
successors and assigns and any person acquiring any portion of the Development, upon
acquisition thereof, shall be deemed to have assumed the obligations of Landowner arising this
Agreement with respect to the Development without the necessity for the execution of any
separate instrument. At such time as the Landowner Payment has been paid in full, Coordinator
shall release this Agreement of record.

[Signatures are on the following page.]

’ 7
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IN WITNESS WHEREOF, the parties have entered into this Agreement as of the date
first above written.

Phoenix Capital Partners, LLC,
An Arizona Limited Liability Company

By: Phoenix Utility Management, LLC
An Arizona Limited Liability Company
Its Manager/Member

o indy Sl

Cindy M. Liles '
Its: Vice-President

Landowner:
Elliott Homes, Inc.
an Arizona corporation

By: % ¢ G ere
AHerr Evenson
Lh)E

Its: Vice President
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- My Commission Expires:

STATEOF __Anzeng )

) ss.
County of /Vlaf'fofa )

On Jcmval'y 20, 2004 pefore me, WQ‘\N s A. Wgekef

a Notary Public in and for said state, personally appeared C mdyM Liles

personally known to me (or proved to me on the basis of satisfactory evidence) to be the persons whose
names are subscribed to the within instrument and acknowledged to me that they executed the same in
their authorized capacities, and that by their signatures on the instrument, the persons, or the entity upon
behalf of which the persons acted, executed the instrument.

badly O Udecbos

Notary | Pubhc in and for said State

WITNESS my hand and official seal.

Dbttt ot & o

OFFICIAL SEAL
.\ CHARLES A.WEEKES
) Notary Public « Arizona
7 MARICOPA COUNTY
g My Commlssion Expires
APRIL 9, 2005

i i e s ah e B

4
4

Opf 9 2005 ]
¥ T :

[

oy

Dt ate o e o

STATE OF AR,?ZJ/\/A )
County of MCU/ () OM %SS»
On TM /J O?OOL/beforeme 4/%\/ A 5/(//)30//) ,

a Notary Public in and for said state, personally appeared’

personally known to me (or proved to me on the basis of satisfactory evidence) to be the persons whose
names are subscribed to the within instrument and acknowledged to me that they executed the same in
their authorized capacities, and that by their signatures on the instrument, the persons, or the entity upon
behalf of which th¢ persons acted, executed the instrument.

(M 2oud s

Notary Pu in dnd for said State

WITNESS my hand and official seal.

My Commission Expires:

Mareh 19 25

. Notary Public State of Arizona
28 Maricopa County
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EXHIBIT A
INFRASTRUCTURE COORDINATION AGREEMENT

- LEGAI DESCRIPTION OF DEVELOPMENT
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WHEN RECORDED RETURN TO:
Global Water Resources, LLC

th
22601 N. 19 Avenue

75
Y% = LAURA DEAN-LYTLE

=

e %‘i ' OFFICIAL RECORDS OF
‘%2 PINAL COUNTY RECORDER

Suite 210 .

Phoenix, Arizona 85027 DATE/TIME: 02/14/06 1634
FEE: $52.00
PAGES: 43

FEE NUMBER: 2006-022181

INFRASTRUCTURE COORDINATION AND FINANCE AGREEMENT

THIS INFRASTRUCTURE COORDINATION AND FINANCE AGREEMENT
(this “Agreement”) is entered into as of December 1, 2005 between Global Water Resources,

LLC, a Delaware limited liability company (“Coordinator”) and SVVM 80 Limited Partnership
LLLP, an Arizona LLLP (“Landowner™). ,

RECITALS

A. Coordinator is engaged in the business of, among other things, providing services
or benefits to landowners, such as: (i) developing master utility plans for services including
natural gas, electricity, cable television, Internet, intranet, and telecommunications; (ii) providing
construction services for water and wastewater treatment facilities, and (iii) providing financing
for the provision of infrastructure in advance of and with no guarantee of customer connections.

B. Coordinator is the owner of Santa Cruz Water Company, LLC (“SCW”) and Palo
Verde Utilities Company, LLC (PVU”) and provides equity for its subsidiaries] capital
improvements. :

C. SCW and PVU are Arizona public service corporations. SCW and PVU have
been issued certificates of convenience and necessity (‘CC&N”) by the Arizona Corporation
Commission (“ACC”) to provide water and waste water services (collectively the “Utility
Services™), respectively in designated geographic areas within the State of Arizona.

D. Landowner is in the process of entitling and/or developing certain real property,
as more fully described on Exhibit A hereto (the “Land”) and, in connection therewith, desires (i)
to engage Coordinator to provide various services including but not limited to arranging and
coordinating for the Landowner the provision of Utility Services by SCW and PVU with respect
to the Land, and (ii) to work with SCW and PVU to include the Land as part of a CC&N service
area expansion for SCW and PVU, on the terms and conditions hereinafter set forth. Landowner
may entitle and sell the land in multiple phases to entities for future development. Through
Coordinator, Landowner has requested water and waste water services from SCW and PVU
respectively; and, SCW and PVU have agreed to provide such services to Landowner.
Coordinator shall use good faith efforts to provide “will serve” letters from SCW and PVU for
Landowner and file for CC&N Approval within 21 days of execution of this Agreement.
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E. The parties acknowledge that the expansion of the CC&N may not be finalized
until such time as the appropriate Arizona Department of Water Resources (“ADWR?”), Arizona
Department of Environmental Quality (“ADEQ”) and Central Arizona Association of
Governments (“CAAG”) permits and approvals are in place.

F. The parties acknowledge that it is a requirement of this Agreement for the
Coordinator to facilitate a separate reclaimed water use and delivery agreement between
Landowner and PVU for PVU to provide reclaimed water and for the Landowner to accept and
utilize reclaimed water for purposes of irrigation for the peak and off peak periods.

G. The parties recognize and acknowledge that this Agreement is a financing and
coordinating agreement only. The fees contemplated in this Agreement represent an
approximation of the carrying costs associated with interest and capitalized interest associated
with the financing of infrastructure for the benefit of the Landowner until such time as the rates
associated with the provision of services within the areas to be served as contemplated by this
Agreement generate sufficient revenue to carry the on going carrying costs for this infrastructure.
Nothing in this Agreement should be construed as a payment of principal, a contribution or
advance to the utilities and will bear no repayment of any kind or nature in the future.

H. The parties recognize, acknowledge and agree that this Agreement is contingent
on a 35 acre wastewater treatiment site located at the NWC of Section 27, Township 5 S, Range 4
E, being held in trust with specific instruction to deed to PVU immediately following the CC&N
approval for the provision of water reclamation facilities and infrastructure.

I The parties acknowledge that portions of the land to be developed do not have
irrigated grandfather rights. The parties recognize, acknowledge and agree the Landowner is
required to provide Type II water rights or CAP water rights sufficient to cover the irrigation
requirements of the open space for the development and the irrigation requirements for a golf -
course development, if constructed. These water rights should be available ten years from the
initial lake fills. The parties recognize, acknowledge and agree that the Coordinator will make
good faith efforts to provide the development its pro-rata share of effluent as it is available.

J. The parties acknowledge that Coordinator and the City of Casa Grande (“City”)
are negotiating to allow Coordinator and its affiliates and subsidiaries (the “Providers”) to
provide water, wastewater and other utility services (the “Services”) to Landowner’s project to
be developed on the Land. If for any reason within 60 days of signing this Agreement, the
Coordinator and City cannot conclude negotiations in a manner which allows Providers to
provide the Services contemplated by this Agreement, then this Agreement can become null and
void at the Landowners election upon written notice to Coordinator. All funds paid by
Landowner to Coordinator pursuant to this Agreement, if any, shall be returned within thirty (30)
days of the termination of negotiations between City and Coordinator.
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AGREEMENT

NOW, THEREFORE, the parties agree that the Recitals set forth above shall be
incorporated into this Agreement as though fully set forth herein and for good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto
agree as follows:

1. Obligations of Coordinator. Upon execution of this Agreement, Coordinator shall
undertake good faith efforts to facilitate, arrange and /or coordinate with SCW and PVU, as
necessary, to provide Utility Services to Landowner, including without limitation, obtaining all
necessary permits and approvals from ACC, ADWR, ADEQ and CAAG to expand the CC&N of
SCW and PVU to include the Land. Coordinator shall make good faith efforts to cause SCW
and PVU to provide water source and storage as well as waste water treatment Utility Services to
Landowner for the Land. Water and wastewater lines will be constructed to the property line of
the Land and reclaimed water lines will be constructed to a water storage facility within the
Land, at locations to be designated by Coordinator collectively (the “Delivery Point”) in
consultation with Landowner. In addition to other administrative services to be provided by -
Coordinator, Coordinator shall undertake good faith efforts to coordinate and provide access to
utility agreements currently in place to benefit the Land. These utility agreements may include
the provision of natural gas, electricity, telephone, cable television, Internet, and intranet
services. Coordinator will use its good faith efforts to facilitate modifications to existing utility
agreements (including agreements with utility service providers other than with SCW and PVU)
to include the Land within the service areas of other utility service providers. Landowner
acknowledges and agrees that nothing in this Agreement is intended to prohibit Coordinator, its
successors or assigns or their respective subsidiaries or affiliates from investing in or owning
companies formed for purposes of providing any one or more of the utility services contemplated
in this Agreement. Landowner shall not be obligated to enter into any agreements with
Coordinator, its successors or assigns, or their respective subsidiaries or affiliates to accept any
utility services without Landowner’s written approval, in Landowner’s sole discretion.

2. Coordination with SCW and PVU. Coordinator shall make good faith efforts to
arrange and obtain for Landowner the list of services on attached Exhibit D for Landowner from
SCW and PVU to provide the services more fully described on Exhibit D hereto, subject to
obtaining the applicable regulatory approvals. Landowner or any successor to Landowner
desiring the delivery of Utility Services to any portion of the Land must enter into separate Water
Facilities Extension and Wastewater Facilities Extension Agreements (the “Extension
Agreements”) with SCW and PVU, respectively, at the time any portion of the Land has received
final plat approval from Pinal County and the approved plat has been recorded (“Plat -
Approval”). The Extension Agreements shall substantially be in the forms attached hereto as
Exhibits E and F. Coordinator acknowledges that Land may be owned by an entity or person
other than Landowner at the time of Plat Approval and the owner of the Land at that time shall
negotiate the terms of the Extension Agreements.

3. Obligations of Landowner. Landowner agrees to cooperate with Coordinator as
reasonably requested by Coordinator and agrees to provide all information and documentation
about the Land reasonably necessary for Coordinator to comply with its obligations under this
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Agreement. In addition, Landowner agrees to grant to SCW and/or PVU, as the case may be, all
necessary easements and rights of way for the construction and installation and subsequent
operation, maintenance and repair of the Utility Services. Such easements and rights of way
shall be of adequate size, location and configuration so as to allow SCW and PVU ready and all
weather access to all facilities for maintenance and repairs and other activities reasonably
necessary to provide safe and reliable water and wastewater Utility Services. In addition, as and
when Landowner is no longer utilizing any portion of the Land for farming activities requiring
use of irrigation water and one or more Water Facilities Extension Agreement(s) has been
entered into with respect to the Land, Landowner shall thereafter provide and transfer to SCW
any and all water rights, except those water rights Landowner requires for use on the Land,
which are owned by Landowner at the time of the signing of this Agreement, including, but not
limited to, Grandfathered Irrigation Rights, and Type 1 WNon-irrigation Grandfathered
Groundwater rights which run with or relate to the Land and which Coordinator and Landowner
deem useful. Further, as and when Landowner is no longer utilizing any portion of the Land for
farming activities requiring use of irrigation water and one or more Water Facilities Extension
Agreement(s) has been entered into with respect to the Land, Landowner shall thereafter transfer
and convey to SCW at no cost to SCW (or Coordinator) any wells on the Land that SCW, in its
sole discretion after consultation with Landowner, deems useful for SCW, whether operational,
abandoned, agricultural or otherwise. In addition, if SCW identifies well sites on the Land that
SCW, in its sole discretion after consultation with Landowner, deems useful for SCW,
Landowner shall cause such well sites to be identified on the Plat Approval and dedicated to
SCW in fee, free of all liens, claims and encumbrances of any kind or nature whatsoever;
provided that the well site location is not located within areas identified in the current or any
approved preliminary plans as areas to be used for entrances, entry monumentation or public
roadways. Any existing well sites not transferred to SCW are to be decommissioned at the
Landowner’s expense. Both parties acknowledge that until effluent is available for the Land,
groundwater from wells on the Land may be utilized as well as CAP water. The Coordinator
will use its reasonable efforts to obtain an Interim Use Permit with ADWR on behalf of the
Landowner or the Landowner’s homeowner association to allow the use of groundwater until
effluent is available. Actual specific identifiable costs associated with completing the Interim
Use Permit will be reimbursed by Landowner to Coordinator subject to written documentation of
such costs. Such costs, not to exceed $10,000, may include engineering plans prepared by
Landowner’s engineering firm for the benefit of ADWR subject to Landowner’s prior written
notice. As necessary, Landowner will provide for the deeding of up to two (2) acres of land per
640 acres of land, free and clear of all liens, claims or encumbrances (except as otherwise
expressly agreed to by SCW) to SCW for the use of future water pumping, treatment and storage
facilities in the general location identified on Exhibit B attached hereto. The exact location of all
such facilities is to be determined by SCW with Landowner’s approval.

4, Payment Obligations. Landowner, or its assigns in title and/or successors in title, -
shall pay Coordinator an interest and financing fee as full and final compensation to the
Cootdinator in consideration for its services and performance of its covenants and agreements
contained in the Agreement, the sum of $3,840.00 per equivalent residential and multi-family
dwelling unit (“EDU”) in the Land (the “Landowner Payment.””). The portion of the Landowner
Payment not paid concurrently with the execution of this Agreement shall be adjusted upward

. based on a CPI Factor, which is defined as the Consumer Price Index — United States City

520552 4




Average — for All Urban Consumers — All Items published by the United States Department of
Labor, Bureau of Labor Statistics (“[ndex”), with the Index for the month of January 2006 being

treated as the base Index, plus two percent (2%). If the Index is discontinued or revised during

the term of this Agreement, such other government index or computation with which it is

replaced shall be utilized, and modified as necessary, to obtain substantially the same result as

would be obtained if the Index had not been so discontinued or revised. For example, if the

Landowner Payment was due in February 2007, the $25 per EDU had been paid and the most

current available Index was 187.3 and the Index for January 2006 was 182.5, the unpaid
Landowner Payment per EDU would be calculated as follows: $3,815 x 187.3/182.5 x 1.02 =

$3,994. 1f the payment to be made by Landowner pursuant to this Section 4 is due and owing

pursuant to clause (ii) above prior to the Plat Approval, Coordinator shall reasonably calculate

the Landowner Payment and Landowner shall make an initial payment based upon Coordinator’s

reasonable calculation. Following each Plat Approval, Landowner (and any successor or assign

in title to any interest in the Land) and Coordinator shall reconcile the amount paid pursuant to

the preceding sentence with the actual Landowner Payment due and Landowner, and/or any

successor or assign in title to any interest in the Land, as applicable, shall pay to Coordinator or

‘Coordinator shall pay to Landowner and/or any successor or assign in title to any interest in the

Land, as applicable, as the case may be, the amount necessary to reconcile such payment.

The following describes the timing of payments for Zoned residential and multi-family lots
based on the base year price of $3,840 per lot. Any additional amounts due for the CPI Factor is
paid as each phase is final platted.

m  Of this amount, $25 per EDU for all property within the Land is payable upon signing
of the Infrastructure Coordination Agreement. If any portion of the Land has not
received Pinal County Planned Area Development (“PAD”) approval (“Approved”),
the Landowner may enter into this Agreement, but not pay the initial $25 fee until
such time as such portion of the Land is Approved. At the time the County approves
the PAD Application, then the initial $25 fee per EDU is due and any other portion of
the $3,840 fee is due if it has been triggered by the terms of this Agreement.

= $500 per EDU for all platted and/or Approved residential and multi-family lots is
payable within fifteen (15) days in accordance with Exhibit C. The Landowner will -
notify the Coordinator by delivery to Coordinator of a written notice requesting that
lines be extended in accordance with Exhibit C (the “Start Work Notice). Which
“Start Work Notice” shall notify Landowner when such work is commenced by SCW
and/or PVU.

m At cach final plat approval or at the time the CC&N expansion has been approved as
is evidenced by the publication of a final decision and/or order from the ACC,
whichever is later, $3,315 per EDU is payable for all residential and multi-family
EDU’s indicated on the final plat and $250 is payable for remaining EDUs within the
Land based on PAD approval.

»  For the balance of the Approved but not platted residential EDUs to be final platted in -
the future, $3,065 per residential and multi-family EDU is payable at final plat
approval. The Coordinator will true-up any discrepancy with respect to the actual
number of residential EDUs at final plat approval against Approved but not platted
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residential EDUs estimated at the time of signing this Agreement. Either the
Coordinator will pay the Landowner or the Landowner will pay the Coordinator that
difference contemporaneous with the final payment as triggered by the last final
platted parcel(s) approved within the Land.  Other than the initial $25 payment, no
portion of the Landowner Payment shall be due for any portion of the Land that is not
Approved for single family and multi-family residential use unti] such portion of the
Land is subjected to a final site plan approved by Pinal County which Landowner
shall reasonably pursue. Coordinator specifically understands and agrees that
Landowner has no obligation to record final platting under this Agreement and such
decision is left to Landowners’ sole discretion.

e An example of how this would calculate for a section of land included in the
CC&N with nothing other than 2,100 Approved residential EDUs developed in
three phases of 700 EDUs each:

— $25 times 2,100 EDUs or $52,500 is due upon signing of the Infrastructure
Coordination Agreement;

— $500 times 2,100 EDUs or $1,050,000 is due fifteen (15) days after
Coordinator issues the Start Work Notice;

— $3,315 times 700 EDUs,(based on the Approved residential and multi-
family EDU’s in the phase of the Land in which the first plat is approved)
or $2,320,500, plus $250 times remaining 1,400 Zoned EDUs within the
remainder of the Land, or $350,000, for a total of $2,670,500 is due at the
first final plat approval, or at the time the CC&N expansion has been
approved as is evidenced by the publication of a decision and/or order .
from the ACC whichever is the later; '

— then, $3,065 per EDU is payable as and when the remaining single family
and multi-family lots are created by approved final plats.

Payments for commercial and industrial property are based on the $12,480 base year price per
acre and payable when the County approves the “Commercial or Industrial Site Plan”. Amounts
due for the CPI Factor for each acre is paid as land is subjected to a final approved site plan.

The parties acknowledge that additional fees will be billed to the commercial and industrial end
user based upon the ultimate use of the land and fixtures thereon.

Fees payable to SCW and PVU, and reimbursement for certain costs and expenses incurred by
Landowner with respect to the obtaining of Utility Services are not the subject of this Agreement
and shall be paid and reimbursed to the appropriate parties in accordance with the Extension
Agreements.

5. No_Partnership. Coordinator is acting as an independent contractor pursuant to
this Agreement. Nothing in this Agreement shall be interpreted or construed (i) to create an
association, agency relationship, joint venture, or partnership among the parties or to impose any
partnership obligation or liability upon either party, or (ii) to prohibit or limit the ability of
Coordinator to enter into similar or identical agreements with other landowners, even if the -
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activities of such landowners may be deemed to be in competition with the activities or
Landowner.

6. Default.

(a) Landowner shall be deemed to be in material default under this Agreement
upon the expiration of ten (10) days, as to monetary defaults, and thirty (30) days, as to non-
monetary defaults, following receipt of written notice from Coordinator specifying the
particulars in which a default is claimed unless, prior to expiration of the applicable grace period
(ten (10) days or thirty (30) days, as the case may be), such default has been cured. A default by
Landowner under this Agreement shall constitute a default by Landowner under the Extension
Agreements and a default by Landowner under the Extension Agreement(s) shall constitute a
default under this Agreement.

(b) In the event Landowner is in default under this Agreement, the provisions
hereof may be enforced by any remedy permitted by law for specific performance, injunction, or
other equitable remedies in addition to any other remedy available at law or in equity In this
regard, in the event Landowner fails to pay any amount as and when due (including the
Landowner Payment), which failure is not cured within ten (10) days after notice thereof in
accordance with the provisions of Section 6(a) above, such delinquent amounts shall bear interest
at the rate of fifteen percent (15%) per annum from the due date until paid. In addition, to the
extent such sums remain unpaid following such ten (10) day period, Coordinator may claim a
contractual lien for such sum, together with interest thereon as set forth above, which may be
foreclosed against only that portion of the Land owned by the defaulting landowner in the
manner prescribed by law for the foreclosure of realty mortgages; Coordinator agrees that as and
when portions of the Property are sold, the obligations hereunder shall be bifurcated based on the
land area sold and each landowner shall be solely (and not jointly) responsible for all sums owed
with respect to the land areas that it owns and shall not have any obligation or hab\hty for the
failure of any other owner of any portion of the Land.

(c) Subject to the limitations described in the last sentence of the subsection
(b) above, amounts owed but not paid when due by Landowner shall be a lien against the Land
that the parties agree shall relate back to the date upon which an executed copy of this
Agreement is recorded in the Pinal County Recorders Office along with a document entitled
Preliminary Notice of Contractual Lien which sets forth:

i. The Coordinator as lien claimant;

il the name of the party or then owner of the property or interest against
which the lien is claimed,;

iii. a description of the property against which the lien is claimed and
iv. the amount of the lien.

(d) . The lien shall take effect only upon recordation of a claim of contractual
lien as described below in the office of the Pinal County Recorder by Coordinator, and shall
relate back to the date when the Preliminary Notice of Contractual Lien and executed copy of the
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Agreement were recorded, as set forth in paragraph (¢) above. Coordinator shall give written
notice of any such lien. The Notice and Claim of Contractual Lien shall include the following:

i The Coordinator as lien claimant.

ii. The name of the party or then owner of the property or interest against
which the lien is claimed.

iii. A description of the property against which the lien is claimed.

iv. A description of the default or breach that gives rise to the claim of lien
and a statement itemizing the amount of the claim.

\Z A statement that the lien is claimed pursuant to the provisions of this
Agreement and reciting the date of recordation and recorder’s document
number of this Agreement.

vi. The notice shall be acknowledged, and after recordation, a copy shall be
given to the person against whose property the lien is claimed in any
manner prescribed under Section 15 of this Agreement. The lien may be
enforced in any manner allowed by law, including without limitation, by
an action to foreclose a mortgage or mechanic’s lien under the applicable
provisions of the laws of the State of Arizona.

© If the Landowner posts either (a) a bond executed by a fiscally sound
corporate surety licensed to do business in the State of Arizona, or (b) an irrevocable letter of
credit from a reputable financial institution licensed to do business in the State of Arizona
reasonably acceptable to Coordinator, which bond or letter of credit (i) names Coordinator as the
principal or payee and is in form satisfactory to Coordinator, (ii) is in the amount of one and one-
half (1-%%) times the claim of lien, and (iii) unconditionally provides that it may be drawn on by
Coordinator in the event of a final judgment entered by a court of competent jurisdiction in favor
of Coordinator, then Coordinator shall record a release of the lien or take such action as may be
reasonably required by a title insurance company requested to furnish a policy of title insurance
on such property to delete the lien as an exception thereto. Landowner shall post the bond or
letter of credit by delivery of same to Coordinator. All costs and expenses to obtain the bond or
letter of credit, and all costs and expenses incurred by Coordinator to record the lien, shall be
borne by Landowner, unless Landowner is the prevailing party in any litigation challenging the
claimed lien. If Landowner is the prevailing party, Coordinator shall pay/reimburse Landowner
for all costs, fees and expenses associated with removing the lien, litigation regarding the lien
and/or posting a bond.

7. Non Issuance of CC&N Expansion. In the event that Coordinator, SCW and PVU
are unable to obtain all of the necessary approvals from the ACC, ADWR and ADEQ within
eighteen (18) months of the execution of this Agreement or if such approvals are reversed or
ultimately invalidated on appeal, which would allow for the Land to be included in the CC&N
expansions of SCW and PVU, then the Landowner or Coordinator at either party’s option may
terminate this Agreement without recourse to either party. Should cither party elect to terminate
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this Agreement under this condition, any funds (other than the initial $25 per EDU payment)
paid by the Landowner to the Coordinator for purposes of progressing the construction of any
necessary infrastructure are refundable at that time and become due and payable to the
Landowner within fifteen (15) days of termination of this Agreement. Any fees collected at the
time of the execution of this Agreement are expressly non refundable. In the event of termination
of the Agreement, Coordinator shall remove or cause to be removed any registration of this
Agreement with Pinal County and waive any lien rights it may have under this Agreement.

8. Attorneys’ Fees. If any dispute arises out of the subject matter of this Agreement,
the prevailing party in such dispute shall be entitled to recover from the other party its costs and
expenses (including reasonable attorney’s fees) incurred in litigating or otherwise resolving such
dispute. The parties’ obligations under this Paragraph 8 shall survive the closing under this
Agreement.

9. Applicable Law; Venue; Jurisdiction. This Agreement shall be governed by and
construed in accordance with the laws of the State of Arizona, notwithstanding any Arizona or
other conflict-of-law provisions to the contrary. The parties consent to jurisdiction for purposes
of this Agreement in the State of Arizona, and agree that Maricopa County, Arizona, shall be
proper venue for any action brought with respect to this Agreement.

10.  Interpretation. The language in all parts of this Agreement shall in all cases, be
construed as a whole according to its fair meaning and not strictly for nor against any party. The
section headings in this Agreement are for convenience only and are not to be construed as a part
hereof. The parties agree that each party has reviewed this Agreement and has had the
opportunity to have counsel review the same and that any rule of construction to the effect that
ambiguities are to be resolved against the drafting party shall not apply in the interpretation of
this Agreement or any amendments or any exhibits thereto. Except where specifically provided
to the contrary, when used in this Agreement, the term “including” shall mean without limitation
by reason of enumeration. All pronouns and any variations thereof shall be deemed to refer to
masculine, feminine or neuter, singular or plural, as the identity of the person(s) or entity(ies)
may require.

i1 Counterparts. This Agreement shall be effective upon execution by all parties
hereto and may be executed in any number of counterparts with the same effect as if all of the
parties had signed the same document. All counterparts shall be construed together and shall
constitute one agreement.

12. Entire Agreement. This Agreement constitutes the entire integrated agreement
among the parties pertaining to the subject matter hereof, and supersedes all prior and
contemporaneous agreements, representations, and undertakings of the parties with respect to
such subject matter. This Agreement may not be amended except by a written instrument
executed by all parties hereto.

13. Additional Instruments. The parties hereto agree to execute, have acknowledged,
and deliver to each other such other documents and instruments as may be reasonably necessary
or appropriate to evidence or to carry out the terms of this Assignment.
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14.  Severability. Every provision of this Agreement is intended to be severable. If
any term or provision hereof is illegal or invalid for any reason whatsoever, such illegality or
invalidity shall not affect the validity or legality of the remainder of this Agreement.

15.  Incorporation by Reference. Every exhibit, schedule and other appendix attached
to this Agreement and referred to herein is hereby incorporated in this Agreement by reference.

16.  Notices. Any notice, payment, demand or communication required or permitted
to be given by any provision of this Agreement shall be in writing and shall be delivered
personally to the party to whom the same is directed or sent by registered or certified mail, return
receipt requested, addressed to the addresses set forth on the signature page hereto. Any such
notice shall be deemed to be delivered, given and received for all purposes as of the date so
delivered if delivered personally, or three business days after the time when the same was
deposited in a regularly maintained receptacle for the deposit of United States mail, if sent by
registered or certified mail, postage and charges prepaid, or if given by any other method, upon
actual receipt; provided that notwithstanding the foregoing, notice of any change of address shall
be effective only upon actual receipt of such notice.

17.  Binding Effect; Partial Releases. This Agreement shall be binding upon and inure
to the benefit of the successors and assigns of the respective parties. This Agreement constitutes
a covenant running with the land, shall be binding upon the Land for the benefit of Coordinator,
its successors and assigns and any person acquiring any portion of the Land, upon acquisition
thereof, shall be deemed to have assumed the obligations of Landowner arising from this
Agreement with respect only to that portion of the Land acquired without the necessity for the
execution of any separate instrument. Any person/entity acquiring any portion of the Land shall
be given credit for all fees paid as required by this Agreement as if the acquiring person/entity
paid said fees directly. If phases and/or parcels within the Land are sold individually,
Coordinator will ensure that at such time as the Landowner Payment has been paid in full for that
particular phase and/or parcel, Coordinator shall release this Agreement of record from that
particular phase and/or parcel, without releasing the Agreement from any other portion of the
Land for which the Landowner Payment has not been paid in full. It is the intent of this

Agreement to release that portion of any lien which relates to parcels and or plats that are paid in .
full.

[Signatures are on the following page.]
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IN WITNESS WHEREQF, the parties have entered into this Agreement as of the date
first above written.

COORDINATOR:
Global Water Resources, LLC
a Delaware Limited Liability Company

By: (indu o nry
Cindy M. Qles
Vice-President

LANDOWNER:

SVVM 80 Limited Partners&ip LLLP
an DO\ e oM L

By: LK Real Real Estate, LLC
\2.<>N limited liability company

Its: Manager
\‘OQ»\\L \‘Lﬁ

'Namc Laecy \/0 o~ AL
Its: ASARN pLOE
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STATE OF ARIZONA )

) ss.
County of Maricopa )

On D,UMMM 13 LoD |, before me, ’kTQMN L. (L@;MQJCL ,

a Notary Public in and for said state, personally appeared Cindy M. Liles, personally known to
me (or proved to me on the basis of satisfactory evidence) to be the persons whose names are
subscribed to the within instrument and acknowledged to me that they executed the same in their
authorized capacities, and that by their signatures on the instrument, the persons, or the entity
upon behalf of which the persons acted, executed the instrument.

WITNESS my hand and official seal. % (/ C/((,& ‘(’Q N, N
' NGtary Public in and for said Stafe

My Commission Expires:

— Jennie L Critchfield
4 o L )\ Notaty Public - Arizona
(3 { 09 : : g Maricopa County
\

Commission Expires
Apeil 18, 2008

STATE OF ARIZONA )
‘ ) ss.
County of Maricopa )

~ On Ae(ieméeé. I, J00S” | before me, /Zh&éﬁ@r}q é //Zéézéeé/ ,
a Notary Public in and for said state, personally appeared_ {AZ4y S . /Oun{ ,
personally known to me (or proved to me on the basis of satisfa_ctor}/ evidenceﬁ to be the persons
whose names are subscribed to the within instrument and acknowledged to me that they executed
the same in their authorized capacities, and that by their signatures on the instrument, the
persons, or the entity upon behalf of which the persons acted, executed the instrument.

WITNESS my hand and official seal.

Notary Public in and for said State

My Commission Expires: X%M /é . ég‘ué/{/

(-} -5 Mﬂ:"’—"‘\"""—-‘"‘.
bj@z e e R EEICIAL. SEAL h‘

A G. PARKER
P"\TmC}Bﬁac gt of Aizona

1) LOrTARY PL
2 NOTARY B P COUNTY 20093’
7ty Cornm, BOIES Sopt. 1V 2
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EXHIBIT A

INFRASTRUCTURE COORDINATION AGREEMENT

LEGAL DESCRIPTION OF LAND
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LEGAIL DESCRIPTION
FOR
SVVYM 80

THE SOUTH HALF OF THE NORTHEAST QUARTER OF SECTION 29,

TOWNSHIP 5 SOUTH, RANGE 5 EAST, GILA & SALT RIVER BASE MERIDIAN,
PINAL COUNTY, ARIZONA.




520552

EXHIBIT B

INFRASTRUCTURE COORDINATION AGREEMENT

DEVELOPMENT SITE PLAN




EXHIBIT C

INFRASTRUCTURE COORDINATION AGREEMENT

START WORK NOTICE

Landowner shall provide written notification to Coordinator six (6) months prior to when
services are required by Landowner and/or Landowners’ developer.
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EXHIBIT D

INFRASTRUCTURE COORDINATION AGREEMENT

DESCRIPTION OF SCW AND PVU SERVICES TO BE COORDINATED BY

COORDINATOR

SCW

Expand the existing CC&N water service area to include the Land

Prepare a master water plan with respect to the Land

Confirm and or develop sufficient water plant and well source capacity for
the Land

Extend a water distribution main line to the Delivery Point

Provide will-serve letters to applicable governmental agencies necessary
for final plat approvals with a schedule of commitment dates personalized
for the Land

Obtain a 100-year assured water supply and Certificate of Designation
required for final plat approvals and Department of Real Estate approvals
Provide expedited final subdivision plat water improvement plan check
and coordination with the Arizona Department of Environmental Quality
for Approvals to Construct

Obtain/Develop facilities extension agreement for construction of
infrastructure within the Land (subject to reimbursement)

PVU

Expand the existing CC&N wastewater service area to include the Land
Prepare a master wastewater plan with respect to the Land

Develop a master reclaimed water treatment, retention, and distribution
plan including interim well water supply for lake storage facilities. ‘
Confirm and or develop sufficient wastewater plant capacity for the Land
Extend a wastewater collection system main line to the Delivery Point
Extend a reclaimed water line to a water storage facility within the Land
Provide all permitting and regulatory approvals including but not limited
to an Aquifer Protection Permit and Central Arizona Association of
Governments (CAAG) 208 Water Quality Plan as necessary.

Provide will-serve letters to applicable governmental agencies necessary
for final plat approvals with a schedule of commitment dates personalized
for the Land

Provide expedited final subdivision plat wastewater improvement plan
check and coordination with the Arizona Department of Environmental
Quality for Approvals to Construct

Obtain/Develop facilities extension agreement for construction of
infrastructure within the Land {subject to reimbursement)



EXHIBITE

INFRASTRUCTURE COORDINATION AGREEMENT

LINE EXTENSION AGREEMENT —~ SANTA CRUZ WATER COMPANY

WATER FACILITIES EXTENSION AGREEMENT

This Agreement is made this day of , 2005 by and between

SANTA CRUZ WATER COMPANY, L.L.C. an Arizona limited liability company

(“Company™), and ,an ‘ (“Developer™).
RECITALS:
Al Developer desires that water utility service be extended to and for its real estate
development located in Parcel __ of consisting of _ (single family,

multifamily, or commercial) lots, in Pinal County within the gcncrél vicinity of the City of
Maricopa, Arizona (the “Development”). A legal description for the Deveiopment is attached
hereto as Exhibit “A” and incorporated herein by this reference. The Development is located
within Company’s Certificate of Convenience and Necessity (“CC&N").

B. Company is a public service corporation as defined in Article XV, Section 2 of
the Arizona Constitution which owns and operates water utility facilities and holds a CC&N
from the Commission granting Company the exclusive right to provide water utility service
within portions of Pinal County, Arizona.

C. Subject to the terms and conditions set forth hereinafter, Developer is willing to
construct and install facilities within the Development necessary to extend water utility service to
and within the Development, which facilities shall connect to the Company’s system as generally

shown on the map attached hereto as Exhibit “B.” Company is willing to provide water utility
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service to the Development in accordance with relevant law, including the rules énd regulations
of the Commission on the condition that Developer fully and timely perform the obligations and
satisfy the conditions and requirements set forth below.

COVENANTS AND AGREEMENTS:

NOW, THEREFORE, in consideration of the following covenants and agreements, and
other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereby agree as follows:

1. Construction of Facilities. Developer agrees to construct and install water
distribution mains and pipelines, valves, booster stations, hydrants, fittings, service lines and all
other related facilities and improvements necessary to provide water utility service to each lot or

. building within the Development as more particularly described in Exhibit “C” attached hereto
and incorporated herein by this reference (referred to hereinafter as the “Facilities”). The
Facilities shall connect to the Company’s system at the point shown on the approved plans as -
generally depicted on the map attached hereto as Exhibit “B,” and shall be designed and
constructed within the Development in a manner which allows the proviéion of safe and reliable
water utility service to each lot therein. Subject to the terms and conditions set forth herein
(including, without limitation, Company’s rights of plan review and approval and inspection of
final construction), Developer shall be responsible for all construction activities associated with
the Facilities, and Developer shall be liable for and pay when due all costs, expenses, claims and
liabilities associated with the construction and installation of the Facilities.

2. Construction Standards and Requirements. The Facilities shall meet and

comply with Company’s standards and specifications, and all engineering plans and

specifications for the Facilities shall be approved by Company and its engineers (“Company’s

520552




Engineer™), prior to the commencement of construction. Company and Company’s Engineer
shall review the plans and specifications and shall provide any requirements or comments as
soon as practicable. Devel_ope% shall require that its contractor be bound by and conform to the
plans and specifications for the Facilities as finally approved by Company. The construction and
installation of the Facilities shall be in conformance with the applicable regulations of the
Arizona Department of Environmental Quality (“ADEQ”), the Commission, and any other
gavernmental authority having jurisdiction thereover.

3. Right of Inspection; Corrective Action. Company shall have the right to have

Company’s Engineer inspect and test the Facilities at reasonable times during the course of

construction as necessary to ensure conformance with plans and specifications. If at any time

before the final acceptance by Company of the Facilities any construction, materials or
workmanship are found to be defective or deficient in any way, or the Facilities fail to conform
to this Agreement, then Company may reject such defective or deficient construction, materials
and/or workmanship and require Developer to fully pay for all necessary corrective construction
efforts (“Corrective Action”). Company reserves the right to withhold approval and to forbid
connection of any defective portion of the Facilities to Company’s system unless and until the
Facilities have been constructed in accordance with plans and specifications and all applicable
regulatory requirements. Further, Developer shall promptly undertake any Corrective Action

required to remedy such defects and deficiencies in construction, materials and workmanship

upon receipt of notice by Company. The foregoing notwithstanding, Company shall not

unreasonably withhold or delay acceptance of the Facilities.

4. Transfer of Ownership. Upon completion and approval of the as-built Facilities

by Company and any other governmental authority whose approval is required, Developer shall
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transfer all right, title and interest in the Facilities to Company via a bill of sale in a form
satisfactory to Company. Thereafter, Company shall be the sole owner of the Facilities and be
responsible for their operation, maintenance and repair.  Company’s ownership and
responsibility shall include all distribution mains and/or related appurtenances within the

Development up to the point of connection to the service line of each customer receiving service.

‘Maintenance and repair of each service line, which lines are not part of the Facilities, shall be

Developer’s, the Development’s or each individual customers’ responsibility. All work
performed by or on behalf of Developer shall be warranted by Developer for one year from the
date of transfer of the Facilities to Company against defects in materials and workmanship.
Developer shall also covenant, at the time of transfer, that the Facilities are free and clear of all
liens and encumbrances, and unless the time period for filing lien claims has expired, shall
provide evidence in the form of lien waiVers that all claims of contractors, subcontractors,
mechanics and materialmen have been paid and satisfied.

5. Final As-Built Drawings and Accounting of Construction Costs. Immediately

following completion and approval of the Facilities, Developer shall provide Company with
three sets of as-built drawings and specifications for the Facilities and a reproducible copy of
such drawings. Developer shall also provide an accounting of the cost of constructing and
installing the Fécilities, which amount shall be refundable in a;cordance with paragraph 8§,
below. Company shall have no obligation to furnish service to the Development or to accept the
transfer of the Facilities until Developer has complied with this paragraph.

6. Easements. Developer shall be responsible for obtaining all necessary easements

and rights-of-way for the construction and installation, and subsequent operation, maintenance

and repair of the Facilities. Such easements and rights-of-way shall be of adequate size, location,
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and configuration so as to allow Company ready access to the Facilities for maintenancé and
repairs and other activities necessary to provide safe and reliable water utility service. Such
easements and rights-of-way shall be provided to Company by Developer at the same time as
Developer transfers ownership of the Facilities pursuant to paragraph 4, above. At the time of
transfer, all easements and rights-of-way shall be free of physical encroachments, encumbrances
or other obstacles. Company shall have no responsibility to obtain or secure on Developer’s
behalf any such easements or rights-of-way.

7. Reimbursement for Engincering and Other Fees and Expenses. Developer

shall also reimburse Company for the costs, expenses and fees, including legal fees and costs that
are incurred by Company for preparation of this Agreement, for reviewing and approving the
plans and specifications for the Facilities to be constructed by Developer, for inspecting the
Facilities during construction and other supervisory activities undertaken by Company, for
obtaining any necessary approvals from governmental authorities (collectively the
“Administrative Costs™). For such purpose, at the time of the signing of this Agreement, the
Developer will pay an advance to the Company of Seven Thousand Five Hundred Dollars
(87,500). Developer shall provide additional advances to Company, as may be requested by
Company in writing from time-to-time, to reimburse Company for any additional Administrative
Costs it incurs. All amounts paid to Company pursuant to this provision shall constitute
advances in aid of construction and be subject to refund pursuant to paragraph 8, below.

8. Refunds of Advances. Company shall refund annually to Developer an amount

equal to seven percent (7%) of the gross annual revenues received by Company from the
provision of water utility service to each bona fide customer within the Development. Such

refunds shall be paid by Company on or before the first day of August, commencing in the fourth
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calendar year following the calendar year in which title to the Facilities is transferred to and
accepted by Company and continuing thereafter in each succeeding calendar year for a total of
twenty-two (22) years. No interest shall accrue or be payable on the amounts to be refunded
hereunder, and any unpaid balance remaining at the end of such twenty-two year period shall be
non-refundable. In no event shall the total amount of the refunds paid by Company hereunder
exceed the total amount of all advances made by Developer hereunder. For the purposes of this
provision, the total amount of Developer’s advances shall be equal to Developer’s actual cost éf
constructing the Facilities, less the costs of any corrective action as defined in paragraph 3
abave, the costs of curing any defects arising during the warranty period, as provided herein, and
the costs of any unreasonable overtime incurred in the construction of the Facilities, above, and

the amounts paid by Developer to Company for Administrative Costs pursuant to paragraph 7,

above.

9. Company’s Obligation to Serve. Subject to the condition that Developer fully
perform its obligations under this Agreement, Company shall provide water utility service to all
customers within the Development in accordance with Company’s tariffs and schedule of rates
and charges for service, the rules and regulations of the Commission and other regulatory
authorities and requirements. However, Company shall have no obligation to accept and operate
the Facilities in the event Developer fails to make any payment provided in this Agreement, fails
to construct and install the Facilities in accordance with Company’s standards and specifications
and in accordance with the applicable rules and regulations of ADEQ, the Commission or any
other governmental authority having jurisdiction thereover, or otherwise fails to comply with the
terms and conditions of this Agreement. Developer acknowledges and understands that

Company will not establish service to any customer within the Development until such time as
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Company has accepted the transfer of the Facilities, and all amounts that Developer is required to
pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company
shall not terminate service to any customer within the Development to whom service has been
properly established as a consequence of any subsequent breach or nonperformance by

Developer hereunder.

10.  Liability for Income Taxes. In the event it is determined that all or any portion

of Developer’s advances in aid of construction hereunder constituted taxable income to

‘Company as of the date of this Agreement or at the time Company actually receives such

advances hereunder, Developer will advance funds to Company equal to the income taxes
resulting from Developer’s advance hereunder. These funds shall be paid to Company within
twenty (20) days following notification to Developer that a determination has been made that any
such advances constitute taxable income, whether by virtue of any determination or notification
by a governmental authority, amendment to the Internal Revenue Code, any regulation
promulgated by the Internal Revenue Service, or similar change to any statute, rule or regulation
relating to this matter. Such notification shall include documentation reasonably necessary to
substantiate the Company’s liability for income taxes ;esulting from the Developer’s advances in
aid of construction under this Agreement. In the event that additional funds are paid by
Developer under this paragraph, such funds shall also constitute advances in aid of construction.
[n addition, Developer shall indemnify and hold Company harmless for, from and against any tax

related interest, fines and penalties assessed against Company and other costs and expenses

incurred by Company as a consequence of late payment by Developer of amounts described -

above.
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11, Notice. All notices and other written communications required hereunder shall be
sent to the parties as follows:

COMPANY:

Santa Cruz Water Company, L.L.C.
Attn: Cindy M. Liles, Vice President

i
22601 N. 19 lAvenu'c
Suite 210

Phoenix, Arizona 85027

DEVELOPER:

Each paﬂy' shall advise the other party in writing of any change in the manner in which

notice is to be provided hereunder.

12. Governing Law. This Agreement, and all rights and obligations hereunder, shall
be subject to and governed by the rules and regulations of the Commission relating to domestic
water utilities and generally shall be governed by and construed in accordance with the laws of
the State of Arizona. Developer understands and acknowledges that Company’s rates and
charges, and other terms and conditio‘ns applicable to its provision of utility service, may be
modified from time-to-time by order of the Cémmission. Company shall provide Developer
with copies of such orders that may affect Developer’s rights and obligations hereunder.

13, Time is of the Essence. Time is and shall be of the essence of this Agreement.

14. Indemnification: Risk of Loss. Developer shall indemnify and hold Company

harmiess for, from and against any and all claims, demands and other liabilities and expenses
(including attorneys’ fees and other costs of litigation) arising out of or otherwise relating to

Developer’s failure to comply with any of the terms and conditions contained herein., including
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(without limitation) Company’é refusal to serve any unit within the Development based on
Developer’s failure to pay all amounts required hereunder in a timely manner. Developer’s duty
to indemnify Company shall extend to all construction activities undertaken by Developer, its

contractors, subcontractors, agents, and employees hereunder.

15, Successors and Assigns. This Agreement may bé assigned by either of the
~ parties provided that the assignee agrees in writing to be bound by and fully perform all of the
assignor’s duties and obligations hereunder. This Agreement and all terms and conditions
contained herein shall be binding upon and shall inure to the benefit of the successors and
assigns of the parties.

16.  Dispute Resolution. The parties hereto agree that each will use good faith efforts

to resolve, through negotiation, disputes arising hereunder without resorting to mediation,

arbitration or litigation.

17. Integration: One Agreement. This Agreement supersedes all prior agreements,
contracts, representations and understandings concerning its subject matter, whether written or

oral.

18.  Attorneys’ Fees. The prevailing party in any litigation or other proceeding

concerning or related to this Agreement, or the enforcement thereof, shall be entitled to recover
its costs and reasonable attorneys’ fees.

19.  Authority to Perform. Company represents and warrants to Developer that

Company has the right, power and authority to enter into and fully perform this Agreement.
Developer represents and warrants to Company that Developer has the right, power and authority
to enter into and fully perform this Agreement.

DEVELOPER: COMPANY:
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By

Its

520552

SANTA CRUZ WATER COMPANY, L.L.C.
an Arizona limited liability company

By

Cindy Liles
Its: Vice President




EXHIBIT “A”

Legal Description
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EXHIBIT “B”

Point(s) of Connection
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EXHIBIT “C»

Water Facilities Budget

(Required to be completed by Developer prior to execution of agreement)

Item

Qry

UNIT

UNIT §

TOTAL §

8” C-900, Class 150 Water
Main

8” Valve Box & Cover
Fire Hydrant, Complete

3 /4” Double Water Service
3/4” Single Water Service
1 2’ Landscape service

2” Landscape service

1” Landscape service
Subtotal

Sales Tax

Total
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EXHIBIT F

INFRASTRUCTURE COORDINATION AGREEMENT

LINE EXTENSION AGREEMENT —PALQO VERDE UTILITIES COMPANY

SEWER FACILITIES EXTENSION AGREEMENT

This Agreement is made this day of , 2005 by and between

PALO VERDE UTILITIES COMPANY, L.L.C. an Arizona limited liability company

(“Company”), , an (“Developer”).
RECITALS:
A. Developer desires that sewer utility service be extended to and for its real estate
development located in Parcel of consisting of ___ (single family,

multi-family or commercial) lots, in Pinal County within the general vicinity of the City of
Maricopa, Arizona (the “Development”). A legal description for the Development is attached
hereto as Exhibit “A” and incorporated herein by this reference. The Development is located
within Company’s Cettificate of Convenience and Necessity (“CC&N™).

B. Company is a public service corporation as defined in Article XV, Section 2 of
the Arizona Constitution which owns and operates a sewage treatment plant and collection
system and holds a CC&N from the Commission granting Company the exclusive right to
provide sewer utility service within portions of Pinal County, Arizona.

C. Developer is willing to construct and install facilities within the Development
necessary to extend sewer utility service to and within the Development which facilities shall
connect to the Company’s system as generally shown on the map attached hereto as Exhibit “B.”
Company is willing to provide sewer utility service to the Development in accordance with

relevant law, including the rules and regulations of the Commission on the condition that
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Developer fully and timely perform the obligations and satisfy the conditions and requirements
set forth below.

COVENANTS AND AGREEMENTS:

NOW, THEREFORE, in consideration of the following covenants and agreements, and
other good and yaluable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereby agree as follows:

1. Construction of Facilities. Developer agrees to construct and install sewage

collection mains, manholes, pumping stations and/or such other facilities and improvements
necessary to provide sewer utility service to each lot or building within the Development as more
particularly described in Exhibit “C” attached hereto and incorporated herein by this reference
(referred to hereinafter as the “Facilities™). The Facilities shall connect to the Company’s system
at the point shown on the approved plans as generally depicted on the map attached hereto as
Exhibit “B,” and shall be designed and constructed within the Development in a manner which
allows the provision of safe and reliable sewer utility service to each lot therein. Subject to the
terms and conditions set forth herein (including, without 1imitat{or;, Company’s rights of plan
review and approval and inspection of final construction), Developer shall be responsible for all
construction activities associated with the Facilities, and Developer shall be liable for and pay
when due all costs, expenses, claims and liabilities associated with the construction and
installation of the Facilities.

2. Construction Standards and Requirements. The Facilities shall meet and

comply with Company’s standards and specifications, and all engineering plans and
specifications for the Facilities shall be approved by Company and its engineers (“Company’s

Engineer”) prior to the commencement of construction. Company and Company’s Engineer
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shall review the plans and specifications and shall provide any requirements or comments as
saon as practicable. Developer shall require that its contractor be bound by and conform to the
plans and specifications for the Facilities as finally approved by Company. The construction and
installation of the Facilities shall be in conformance with the applicable regulations of the
Arizona Department of Environmental Quality (“ADEQ”), the Commission, and any other
governmental authority having jurisdiction thereover.

3. Right of Inspection; Corrective Action. Company shall have the right to have

Company’s Engineer inspect and test the Facilities at reasonable times during the course of
construction as necessary to ensure conformance with plans and specifications. If at any tifne
before the final acceptance by Company of the Facilities any construction, materials or
workmanship are found to be defective or deficient in any way, or the Facilities fail to conform
to this Agreement, then Company may reject such defective or deficient construction, materials
and/or workmanship and require Developer to fully pay for all necessary corrective construction
efforts (“Corrective Action”). Company reserves the rjght to withhold approval and to forbid
connection of any defective portion of the Facilities to Company’s system unless and until the
Facilities have been constructed in accordance with plans and specifications and all applicable
regulatory requirements. Further, Developer shall promptly undertake any Corrective Action
required to remedy such defects and deficiencies ih construction, materials and workmanship
upon receipt of notice by Company. The foregoing notwithstanding, Company shall not
unreasonably withhold or delay acceptance of the Facilities.

4. Transfer of Ownership. Upon completion and approval of the as-built Facilities

by Company and any other governmental authority whose approval is required, Developer shall

transfer all right, title and interest in the Facilities to Corhpany via a bill of sale in a form
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satisfactory to Company. Company, in its sole discretion, may require Developer to conduct a
video inspection of any of the Facilities prior to final approval and acceptance to ensure that no
breaks or similar defects exist. Thereafter, Company shall be the sole owner of the Facilities and
be responsible for their operation, maintenance and repair. Company’s ownership and
responsibility shall include all pumping stations, manholes, collection and transmission mains
and/or related appurtenances within the Development up to the point of connection of the sewer
line of each customer receiving service to the collection main. Maintenance and repair of each
sewer service line, which lines are not part of the Facilities, shall be Developet’s, the
Development’s or each individual customers’ responsibility. All work performed by or on behalf
of Developer shall be warranted by Developer for one year from the date of transfer of the
Facilities to Company against defects in materials and workmanship. Developer shall also
covenant, at the time of transfer, that the Facilities are free and clear of all liens and
encumbrances, and unless the time period for filing lien claims has expired, shall provide
evidence in the form of lien waivers that all claims of contractors, subcontractors, mechanics and
materialmen have been paid and satisfied.

5. Final As-Built Drawings and Accounting of Construction Costs. Immediately

following completion and approval of the Facilities, Developer shall provide Company with
three sets of as-built drawings and specifications for the Facilities and a reproducible copy of
such drawings. Developer shall also provide an accounting of the cost of constructing and

installing the Facilities, which amount shall be refundable in accordance with paragraph 8,

below. Company shall have no obligation to furnish service to the Development or to accept the -

transfer of the Facilities until Developer has complied with this paragraph.
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6. Easements. Developer shall be responsible for obtaining all necessary easements
and rights-of-way for the construction and installation, and subsequent operation, maintenance
and repair of the Facilities. Such easements and rights-of-way shall be of adequate size, location,
and configuration so as to allow Company ready access to the Facilities for maintenance and
repairs and other activities necessary to provide safe and reliable sewer utility service. Evidence
of such easements and rights-of-way shall be provided to Company by Developer at the same
time as Developer transfers ownership of the Facilities pursuant to paragraph 4; above. At the
time of transfer, all easements and rights-of-way shall be free of physical encroachments,
encumbrances or other obstacles. Company shall have no responsibility to obtain or secure on

Developer’s behalf any such easements or rights-of-way.

7. Reimbursement for Engineering and Other Fees and Expenses. Developer
shall also reimburse Company for the costs, expenses and fees, including legal fees and costs that
are incurred by Company for preparation of this Agreement, for reviewing and approving the

plans and specifications for the Facilities to be constructed by Developer, for inspecting the

- Facilities during construction and other supervisory activities undertaken by Company, for

obtainiﬁg any necessary approvals from governmental authorities (collectively the
“Administrative Costs”). For such purpose, at the time of the signing of this Agreement, the
Developer will pay an advance to the Company of Seven Thousand Five Hundred Dollars
($7,500). Developer shall provide additional advances to Company, as may be requested by
Company in writing from time-to-time, to reimburse Company for any additional Administrative
Costs it incurs. All amounts paid to Company pursuant to this provision shall constitute

advances in aid of construction and be subject to refund pursuant to paragraph 8, below.
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8. Refunds of Advances. Company shall refund annually to Developer an amount
equal to two and one-half percent (2.5%) of the gross annual revenues received by Company
from the provision of sewer utility service to each bona fide customer within the Development.
Such refunds shall be paid by Company on or before the first day of August, commencing in the
fourth calendar year following the calendar year in which title to the Facilities is transferred to
and accepted by Company and continuing thereafter in each succeeding calendar year for a total
of twenty-two (22) years. No interest shall accrue or be payable on the amounts to be refunded
hereunder, and any unpaid balance remaining at the end of such twenty-two year period shall be
non-refundable. In no event shall the total amount of the refunds paid by Company hereunder
exceed the total amount of all advances made by Developer hereunder. For the purposes of this
provision, the total amount of Developer’s advances shall be equal to Developer’s actual cost of
constructing the Facilities, less the costs of any corrective action as defined in paragraph 3
above, the costs of curing any defects arising during the warranty period, as provided herein, and
the costs of any unreasonable overtime incurred in the construction of the Facilities, above, and
the amounts paid by Developer to Company for Administrative Costs pursuant to péragraph 7,

above.

9. Company’s Obligation to Serve. Subject to the condition that Developer fully

perform its obligations under this Agreement, Company shall provide sewer utility service to all
customers within the Development in accordance with Company’s tariffs and schedule of rates
and charges for service, the rules and regulations of the Commission and other regulatory
authorities and requirements. However, Company shall have no obligaﬁon to accept and operate
the Facilities in the event Developer fails to make any payment provided in this Agreement, fails

to construct and install the Facilities in accordance with Company’s standards and specifications
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and in accordance with the applicable rules and regulations of ADEQ, the Commission or any
other governmental authority having jurisdiction thereover, or otherwise fails to comply with the
terms and conditions of this Agreement. Developer acknowledges and understands that
Company will not establish service to any customer within the Development until such time as
Company has accepted the transfer of the Facilities, and all amounts that Developer is required to
pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company
shall not terminate service to any customer within the Development to whom service has been
properly established as a consequence of any subsequent breach or nonperformance by
Developer hereunder.

10.  Liability for Income Taxes. In the event it is determined that all or any portion
of Developer’s advances in aid of construction hereunder constituted taxable income to
Company as of the date of this Agreement or at the time Company actually receives such
advances hereunder, Developer will advance funds to Company equal to the income taxes
resulting from Developer’s advance hereunder. These funds shall be paid to Company within
twenty (20) days following notification to Developer that a determination has been made that any
such advances constitute taxable income, whether by virtue of any determination or notification
by a governmental authority, amendment to the Internal Revenue Code, any regulation
promulgated by the Internal Revenue Service, or similar change to any statute, rule or regulation
relating to this matter. Such notification shall include documentation reasonably necessary to
substantiate the Company’s liability for iﬁcomc taxes resulting from the Developer’s advances in -
aid of construction under this Agreement. In the event that additional funds are paid by
Developer under this paragraph, such funds shall also constitute advances in aid of construction.

In addition, Developer shall indemnify and hold Company harmless for, from and against any tax
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related interest, fines and penalties assessed against Company and other costs and expenses

incurred by Company as a consequence of late payment by Developer of amounts described

above.

1. Notice. All notices and other written communications required hereunder shall be
sent to the parties as follows:
COMPANY:

Palo Verde Utilities Company, L.L.C.
Attn: Cindy h!/l Liles, Vice President

th
22601 N. 19 Avenue
Suite 210
Phoenix, Arizona 85027

DEVELOPER:

Each party shall advise the other party in writing of any change in the manner in which

notice is to be provided hereunder.

12. Governing Law. This Agreement, and all rights and obligations hereunder, shall »

be subject to and governed by the rules ahd regulations of the Commission relating to domestic
sewer utilities and generally shall be governed by and construed in accordance with the laws of
the State of Arizona. Developer understands and acknowledges that Company’s rates and
charges, and other terms and conditions applicable to its provision of utility service, may be
modified from time-to-time by order of the Commission. Company shall provide Developer -
with copies of such orders that may affect Developer’s rights and obligations hereunder.

13. Time is of the Essence. Time is and shall be of the essence of this Agreement.
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14. Indemnification: Risk of Loss. Developer shall indemnify and hold Company

harmless for, from and against any and all claims, demands and other liabilities and expenses
(including attorneys’ fees and other costs of litigation) arising out of or otherwise relating to
Developer’s failure to comply with any of the terms and conditions contained herein, including
(without limitation) Company’s refusal to serve any unit within the Development based on
Developer’s failure to pay all amounts required hereunder in a timely manner. Developer’s duty
to indemnify Company shall extend to all construction activities undertaken by Developer, its
contractors, subcontractors, agents, and employees hereunder.

15.  Successors and Assigns. This Agreement may be assigned by either of the

parties provided that the assignee agrees in writing to be bound by and fully perform all of the
assignor’s duties and obligations hcregnder. This Agreement and all terms and conditions
contained herein shall be binding upon and shall inure to the benefit of the successors and
assigns of the parties.

16. Dispute Resolution. The parties hereto agree that each will use good faith efforts

to resolve, through negotiation, disputes arising hereunder without resorting to mediation,

arbitration or litigation.

17. Integration: One Agreement. This Agreement supersedes all prior agreements,

contracts, representations and understandings concerning its subject matter, whether written or

oral.

\ 18. Attorneys’ Fees. The prevailing party in any litigation or other proceeding
concerning or related to this Agreement, or the enforcement thereof, shall be entitled to recover

its costs and reasonable attorneys’ fees.
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19.

Authority to Perform. Company represents and warrants to Developer that
Company has the right, power and authority to enter into and fully perform this Agreement.
Developer represents and warrants to Company that Developer has the right, power and authority
to enter into and fully perform this Agreement.

DEVELOPER: COMPANY::

PALO VERDE UTILITIES COMPANY,L.L.C,,
an Arizona limited liability company

By ‘ By
Its_~

Cindy Liles
Its: Vice President
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EXHIBIT “A”

Legal Description




EXHIBIT “B”

Point(s) of Connection
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EXHIBIT “C”

‘Wastewater Facilities Budget
(Required to be completed by Developer prior to execution of agreement

Item QTY UNIT UNIT $ TOTAL §
8” SDR 35 Sewer Main LF

10” SDR 35 Sewer Main LF

4’ Manhole EA

Sewer Cleanout : EA

4 Sewer Service EA

Subtotal

Sales Tax

Total
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WHEN RECORDED RETURN TO:

Global Water Resources, LLC
21410 N. 19" Avenue

Suite 201

Phoenix, Arizona 85027

INFRASTRUCTURE COORDINATION AND FINANCE AGREEMENT

THIS INFRASTRUCTURE COORDINATION AND FINANCE AGREEMENT
(“Agreement™) entered into as of December 3o, 2006, by and between Global Water
Resources, LLC, a Delaware limited liability company (hereinafler “Coordinator™), and CHI
Construction Company, an Arizona corporation (hereinafter “Landowner™), for the financing and
coordination of utility infrastructure necessary to provide water and wastewater services to
certain land owned by Landowner in Pinal County, Arizona, as shown on Exhibit A (hereinafter
the “Land”), which is being developed as a master planned community known as Legends, and
certain other parcels of land listed on Exhibit B (hereinafter the “Qut Parcels™) and located
within the exterior boundaries of the Land which are not presently owned by Landowner but
which may be acquired by Landowner, its affiliate D. R. Horton, Inc., or any of their respective
subsidiaries and affiliates after execution of this Agreement. In this Agreement, the Coordinator
and Landowner are sometimes referred to individually as a “Party” and collectively as the
“Partics.”

RECITALS

A. Coordinator is engaged in the business of, among other things, providing services
or benefits to landowners, such as: (1) providing construction scrvices for water and wastewater
treatment facilities and infrastructure, and (i1} providing financing for the provision of water and
wastewater treatment facilities and infrastruciure in advance of and with no guarantee of
customer connections.

B. Santa Cruz Water Company, LLC, (“SCW?”) and Palo Verde Utilitics Company,
LLC {("PYU") are Arizona public service corporations authorized to provide water and
wastewater services, respectively, within the geographic areas covered by cettificates of
convenience and necessity ("CC&Ns") issued by the Arizona Corporation Commission (the
"ACC™. Coordinator is the owner of SCW and PVU and provides equity for the capital
improvements of SCW and PVU. No portion of the Land or Out Parcels are located within the
existing CC&Ns of SCW or PVU. Coordinator has an application pending to (ransfer the
CC&Ns of SCW and PVU to corporate entities owned by Global Water, Inc. (“Global inc.”), a
wholly owned subsidiary of Global Water Resources, LLC or Coordinator.

EXHIBIT # e




C. Francisco Grande Utilities Company (“FG”) is an Arizona public service
corporation authorized to provide water and wastewater services within the geographic areas
covered by its CC&Ns in Pinal County, Arizona, as shown on Exhibit C. A portion of the Land
is located within the boundaries of the CC&N of FG as depicted on Exhibit C.
Contemporaneous with the exccution of this Agreement, Global Inc. and FG have entered into
that certain Stock Purchase Agreement of even date herewith, (the “Francisco Grande Stock
Purchase Agreement”) whereby Global Inc. will acquire control of the water and wastewater
CC&Ns of FG by purchasing all of the stock of FG (the "FG Stock™).

D. CP Water Company {“CP”) is an Arizona public service corporation authorized to
provide water service within the gcographic area covered by its CC&N in Pinal County, Arizona,
as shown on Exhibit D. CP's CC&N is located entircly within the boundaries of the Land and
the Out Parcels as depicted on Exhibit D. Contemporaneous with the execution of this
Agreement, Global Inc. and Landowner have entered into that certain Sale and Purchase and
Partial Funding Agreement of even datc herewith, (the “Sale and Purchase and Partial Funding
Agreement”) whereby Global Inc. will acquire the control of the CC&N of CP by purchasing all
of the stock of CP (the "CP Stock"). CP is a wholly-owned subsidiary of Landowner.

E. SCW, PVU, FG and CP are collectively rcferred to herein as the "Utilities.” SCW
FG and CP are sometimes referred to collectively as the "Water Utilities." PVU and FG are
sometimes referred to collectively as the "Wastewater Utilities." The water and wastewater
services to be provided by the Ultilities are collectively referred to herein as "Utility Services.”

F. Landowner is in the process of entitling and/or developing the Land. A portion of
the Land is presently included in the CC&Ns of FG, CP and Arizona Water Company ("AWC").
The balance of the Land is not included in any existing utility CC&N for water or wasiewater
service. Landowncr may acquire, entitle and develop one or more of the Out Parcels listed on
Exhibit B. In connection with the devclopment of the Land and Out Parcels, Landowner desires
(1) to engage Coordinator to provide various services including, but not limited lo, arranging and
coordinating for the Landowner the provision of Utility Services with respect to the Land, and if
applicable, the Out Parcels, and (it) to work with the Utilities to include uncertificated portions
of the Land and, if applicable, Out Parcels as part of a CC&N service area expansion for the
Utilities, on the terms and conditions hercinafter set forth. Landowner may entitle and sell the
Land and, if applicable, Out Parcels in multiple phases to entities for future development.
Through Coordinator, Landowner has requested Utility Services from the Utilitics within their
respective CC&Ns and any subsequent expansions thereof. Through Coordinator, the Utilities
have agreed to provide Utility Services to the Land and the Out Parcels, if applicable.

G. The Parties acknowledge that the expansion of the CC&Ns may be conditioned on
the issuance of appropriate permits and/or approvals by the Arizona Department of Water
Resources (“ADWR?™), Arizona Department of Environmental Quality (“ADEQ”), Pinal County,
City of Casa Grande ("Casa Grande") and the Central Arizona Association of Governments
(“CAAG™).

H. The Parlies acknowledge that the QOut Parcels listed on Exhibit B are not currently
mncluded as part of the Land. The Parties further acknowledge that Out Parcels acquired by
Landowner shall be covered under the terms and conditions of this Agreement.




L The Parties acknowledge that PVU filed an application for CAAG 208 approval
on December 30, 2005, with respect 1o the Land and the Out Parcels. CAAG 208 approval for
the Land and the Out Parcels is anticipated by the end of the first quarter of 2007.

J. The Parties recognize that AWC has a CC&N to provide water service to a
portion of the Land and/or Out Parcels as shown on Exhibit E (the "TAWC CC&N Area"). The
Parties acknowledge and agree that if any portion of the Land and/or Qut Parcels within the
AWC CC&N Area becomes certificated to the Water Ultilities as a result of a sale, transfer,
conveyance oy swap of AWC's CC&N to the Water Utilities, then such area shall be governed by
the pricing, terms and conditions of this Agreement.

K. The Parties recognize and acknowledge that this Agreement is a financing and
coordinating agreement only. The Parties also rccognize and acknowledge that $500 per
cquivalent dwelling unit, which is part the Landowner Payment of $3,600 as defined in Section
4.0 of this Agreement, will be utilized towards the purchase of FG and CP. The Landowner does
not and will not have any ownership in FG and CP. The Landowner Payment, excluding the
$500 per equivalent dwelling unit utilized for the purchase of FG and CP, required and defined
in Section 4.0 of this Agreement, represents an approximation of the carrying costs associated
with interest and capitalized interest associaled with the financing of water and wastewater
infrastructure for the benefit of the Landowner until such time as the rates associated with the
provision of Utility Services within the Land and, if applicable, Out Parcels generate sufficient
revenue to cairy the on going carrying costs for this infrastructure. Nothing in this Agreement
should be construed as a payment of principal or a contribution or advance in aid of construction
to the Utilities, and no Landowner Payment hercunder shall bear any repayment obligation of
any kind or nature in the future; provided, however, that Landowner shall be entitled to certain
credits against such fees as provided in Section 4{c) of this Agreement.

AGREEMENT

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency
of which are hereby acknowledged, the Parties hercto agree as follows:

1. Obligations of Coordinator.

a. Upon execution of this Agreement, and subject only to the Ulilities
obtaining the applicable regulatory approvals, Coordinator shall:

) (acilitate, arrange and coordinate with the appropriate
Utilities to provide Utility Services to the Land and Out Parcels, if applicable, including without
limitation, obtaining all necessary permits and approvals from ACC, ADWR, ADEQ, Pal
County, Casa Grande and CAAG, as well as filing and prosecuting necessary applications to
expand the CC&Ns of the Utilities to include the Land and, if applicable, Out Parcels.

(i) facilitate, arrange and coordinate appropriate “will
serve” letters to be issued by the Utilities to Landowner for the Land as requested by Landowner
no later than December 31, 2006 and to facilitate, atange and coordinate with the appropriate
Utilities for the submission of applications for extensions of their respective CC&Ns, as
appropriate, to include the Land no later than January 31, 2007.




(i11) facilitate, arrange and coordinatc appropriate “will
serve’ letters to be issued by the Utilities to Landowner for any Out Parcels acquired by
Landowner no later than sixty (60) days after a written request for a "will serve” letter from
Landowner, and to facilitate, arrange and coordinate with the appropriate Utilities to file
applications for extensions of their respective CC&Ns, as appropriate, to include such Out
Parcels within the next extension application filed by the Utilities following a written reguest by
Landowner for service from the Utilities.

(v) in accordance with the Master Water Plan for Legends
prepared by CMX, LLC, dated November 2006 and sealed November 20, 2006, facilitate,
arrange and coordmnate with Water Utilities the construction and installation of all required water
production (i.e., wells and/or surface waler delivery infrastructure), storage tanks and reservoirs,
treatment facilities, pressurization infrastructure and transmission mains ("Transmission Mains")
with a diameter of sixteen (16) inches or larger (collectively, the "Water Backbone
Infrastructure™) necessary for the Water Utilities to provide water Utility Services to customers
who will reside or be jocated within the Land and, if applicable, Out Parcels, regardless of
whether such Water Backbone Infrastructure 1s located inside or outside the boundaries of the
Land or any Out Parcels. Landowner shall have the right, but not the obligation, to design,
permit, install and/or construct the Transmission Mains located within the boundarics of the
Land and, if applicable, Out Parcels. In the case of such an clection, Landowner shall exercise
good faith in procuring design, permitting, installation and construction services for a reasonable
cost, and Coordinator shall arrange for the Water Utilities to reimburse Landowner for all costs
of designing, permitting, installing and constructing (collectively, the "Large Transmission Main
Construction Costs") those Transmission Mains with a diameter of sixteen (16) inches or larger
as shown on Exhibit F within thirty (30) days after presentation of an invoice and appropriate
construction lien relcases by Landowner supporting the Large Transmission Main Construction
Costs.

) m accordance with the Master Wastewater Plan for
Legends prepared by CMX, LLC, dated November 2006 and sealed November 20, 2006 (the
"Master Wastewater Plan"), facilitate, arrange and coordinate with Wastewater Utilities the
construction and installation of all required wastewater treatment infrastructure and collection
mains ("Collection Mains") with a diameter of fifteen (15) inches or larger (collectively, the
"Wastewater Backbone Infrastructure™) necessary for the Wastewater Utilities to provide
wastewater Utility Services to customers who will reside or be located within the Land and, if
applicable, Out Parcels, regardless of whether such Wastewater Backbone Infrastructure is
located inside or outside the boundaries of the Land or any Out Parcels. Landowner shall have
the right, but not the obligation, to design, permit, nstall and/or construct the Collection Mains
located within the boundaries of the Land and, if applicable, Out Parceis. In the case of such an
clection, Landowner shall exercise good faith in procuring design, permitting, installation and
construction services for a reasonable cost, and Coordinator shall arrange for the Wastewater
Utilities to reimburse Landowner for all costs of designing, permuitting, installing and
constructing (collectively, the "Large Collection Main Construction Costs") those Collection
Mains with a diameter of fifieen (15) inches or larger as shown on Exhibit G within thirty (30)
days after presentation of an invoice and appropriate construction lien releases by Landowner
supporting the Large Collection Main Construction Costs.




(vi) facilitate, arrange and coordinate with Waslewater
Utilities the construction of a reclaimed water delivery line with a diameter not less than twelve
(12) inches (the "Off-Site Reclaimed Water Line") from Utilities' wastewater treatment facilitics
to a point of connection ("Point of Connection") on the boundary of the Land as shown on
Exhibit H.

{vii) facilitate, arrange and coordinate with Wastewater
Utilities the construction and installation of a twelve-inch (12") reclaimed water delivery line
(the "On-Site Reclaimed Water Line") connecting the Point of Connection to seven (7) integrated
irrigation impoundments within the Land (the "Reclaimed Water Reservoirs) as shown on
Exhibit H. Landowner shall have the right, but not the obligation, to design, permit, install
and/or construct the On-Site Reclaimed Water Line. In the case of such an election, Landowner
shall exercise good faith in procuring design, permitting, installation and construction services
for a reasonable cost, and Coordinator shall arrange for the Wastewater Utilitics to reimburse
Landowner for all costs of designing, permitting, installing and constructing the On-Site
Reclaimed Water Line (collectively, the "On-Sitc Reclaitned Water Line Construction Costs™)
within thirty (30) days after presentation of an invoice and appropriate construction lien releases
by Landowner supporting the On-Site Reclaimed Water Line Construction Costs, Landowner
shall be responsible for constructing the Reclaimed Water Reservoirs.

b. Coordinator shall facilitate, arrange and coordinate the construction of the
Water Backbone Infrastructure, Wastewater Backbone Infrastructurc and Off-Site Reclaimed
Water Line in phases consistent with Landowner’s development of the Land and Out Parcels, if
applicable. Coordinator shall facilitate, arrange and coordinate with the Utilities to have Utility
Services in place to Phase 1 ("Phase I'") of the Land by October 31, 2007, as shown on Exhibit 1.

c. In the event a lift station is required in order for the Wastewater Utilities to
provide Wastewater Services to the Land or any Out Parcels, such lift station shall be constructed
at a location mutually acceptable to the Wastewater Utilities and Landowner. Al costs
associated with the design, permitting and construction of such a lift station shall be borne by the
Wastewater Utilities and not the Landowner.

d. Coordinator acknowledges and agrees on behalf of itself and the Utilities
that Landowner may obtain water for pre-wetling, grading, compacting, trenching, back-filling
and all other construction activities {collectively, "Construction Water") necessary for the
construction of the first 3,745 EDUs on the Land from: (i) any wells owned or controlled by
Landowner; (ii) the Central Arizona Project {("CAP"), and/or (iti) any urigation district
authorized to deliver water to the Land. For all EDUs constructed subsequent to the first 3,745
EDUs, Landowner shall purchase Construction Water from the Utihities and Coordimator shall
facilitate, arrange and coordinate with Utilitics the delivery of Construction Water ("Ulility-
Delivered Construction Water™) to Landowner from (i) wells owned or controlled by Landowner
or Utilities; (ii) the CAP; (iii) any irrigation district authorized to deliver water to the Land;
and/or (iv) one or more wastewaler treatment plants operated by Utilities and delivered through a
reclaimed water line. The rates charged by Utilities for Utility-Delivered Construction Water
shall be, as applicable, the following: (i) $250 per acre-foot for CAP water or waler obtained
form an irrigation district, which rate shall be fixed so long as Landowner is developing the
Land; (i1} Utilities' then-current tariffed rate for reclaimed water (also known as treated effluent)




or for water delivered dircctly from wells owned by Landowner or Utilities to Landowner's
Construction Water storage facilities (which rate is currently $100 per acre-foot); or (iii) Utilities'
then-current tariffed rate for water from a pressurized hydrant or potable water main (which rate
is currently $3.60 per thousand gallons). If at any time the Utilities are unable to supply
Construction Water to Landowner pursuant to this Section 1(d), then Landowner shall have the
right to obtain Construction Water from any other source during such time as Utilities are unable
to supply Construction Water.

2. Coordination with _the Utilities. Subject only to the Utilities obtaining the
applicable regulatory approvals, Coordinator shall facilitate, arrange and coordinate for
Landowner the hist of services described on Exhibit J attached hereto. Landowner or any
successor to Landowner requesting the delivery of Utility Services to any portion of the Land or
any Out Parcels must enter into separate water facilitics extension agreements ("Water Facilities
Extension Agreements”) and wastewater facilities extension agreements (" Wastewater Facilities
Extension Agreements”) (collectively, “Extension Agreements™) with the Utilities at the time
such portion of the Land or any Out Parcels has received final plat approval from Pinal County
or the City of Casa Grande and the approved plat has been recorded (“Plat Approval”). The
Extension Agrcements shall be substantiaily in the forms attached hereto as Exhibits K and L.

3. Obiligations of Landowner.
a. Landowner shall be responsible for constructing the Reclaimed Water
Reservoirs.
b. Landowner shall be responsible for constructing the facilities which

Landowner elects to construct, if any, under Sections 1(a}(iv), 1(a}{v) and/or 1(a)(vii) of this
Agreement.

c. Landowner agrecs to cooperate with Coordinator as reasonably requested
by Coordinator and agrees to provide all information and documentation about the Land and any
Out Parcels reasonably necessary for Coordinator to comply with its obligations under this
Agreement.

d. Landowner agrees to grant to the Utilities all necessary easements and
rights-of-way (collectively, the "Easements") for the construction and installation and subsequent
operation, maintenance and repair of utility facilities within the Land or any OQut Parcels to the
extent that such utility facilities will not be located entirely within dedicated utility easements
depicted on recorded plats. Any Easements granted to Utilities by Landowner under this Section
shall be of adequate sizc, location and configuration so as to allow the Utilities ready and all-
weather access to all utility facilities located within the Easements for maintenance and repairs
and other activities reasonably necessary to provide safe and reliable Utility Services.

c. As and when (i) Landowner is no longer utilizing a parcel of Land or Out
Parcels for farming or other activities requiring the use of irrigation water or other water where
Irrigation Grandfather Rights or Type 1 Non-Imrigation Rights exist; and (ii) a Water Facilities
Extension Agreement has been entered into with respect {o such parcel of Land or any Out
Parcels, then Landowner shall thereafler coopcerate with the Utilities in the extinguishment or




retirement of the Irrigation Grandfathered Right and/or Type 1 Non-Trrigation Grandfathered
Right (collectively, the "Grandfathered Right") appurtenant to such Land or Out Parcels. Any
extinguishment credits from Grandfathered Rights extinguished pursuant to this Section 3(e)
shall be transferred by Landowner to the Utilities, at no cost to the Utiljties or Coordinator, as
directed by Coordinator. Nothing in this Section 3(e) shall prevent Landowner from using its
wells within the Land or any Out Parcels or any Grandfathered Right to provide water for
construction activities, irrigation, or other purposes as and when needed by Landowner.

f. As and when (1) Landowner is no longer utilizing a parcel of Land or Out
Parcels for farming or other activities requiring the usc of irrigation water or other water; (ii) a
Water Facilities Extension Agrecment has been entered into with respect to such parcel of Land
or any Out Parcels; and (i) the parcel of Land or any QOut Parcels is or has been included in the
CC&N s of the Utilities, then Landowner shall thereafter transfer and convey to the Utilities, at
the direction of Coordinator and at no cost to the Utilities or Coordinator, any wells existing as of
the date of this Agreement on the Land or any Out Parcels that the Utilities in their sole
discretion deem useful 1o the Utilities, whether operational, abandoned, agricultural or otherwise.
To the extent that Landowner needs any well or wells for irrigation water, construction water or
for other purposes, Landowner shall retain an undivided interest in such well or wells until such
time as Landowner no longer needs water from the well or wells; provided however, the
Landowner maintains responsibility for the operations and maintenance of the well or wells
including electricity and the Utilities have not incurred costs to improve the condition of the well
or wells. Coordinator shall facilitate, arrange and coordinate with the Utilities the performance,
at the Utilitics' sole expense, of all studies nccessary to determine which wells within the Land or
any Out Parcels existing on the date of this Agreement the Utilities desire to obtain (the
"Requested Wells"), and Coordinator shall notify Landowner of such detcrmination as soon as
practicable after execution of this Agreement so that Landowner can procced with the planning
of development of the Land. Landowner shall cause each Requested Well and a well site ("Well
Site"), as hereinafter spcceified, to be identified on recorded final plats approved by Pinal County
or the City of Casa Grande and dedicated to the Utilities in fee, subject to all matters of record
(including, without imitation, licns for current taxes and general assessments and non-delinquent
homeowners association ("HOA") assessments, if any, but excluding financing encumbrances
arising from any deeds of trust, mortgages, or other Hens executed by Landowner against the
Land or any Out Parcels); provided that Landowner shall not be required to convey to Utilities
any Requested Well and Well Site which is located within areas identified in the current or any
approved preliminary plans as areas to be used for entrances, entry monumentation or public
roadways. Well Sitc dimensions shall be a minimum of eighty (80) feet by eighty (80) fect {or
equivalent) unless otherwise specifically agreed to in writing by Landowner. Utilities shall use
best efforts to locate any such Well Sites within the Land or any Out Parcels in such a way so as
to minimize, to the extent reasonably possible, distuption to Landowner's development plan for
the Land. Any wells not transferred to the Utilities may be retained by Landowner or abandoned
at Landowner's expense, at the sole discretion of Landowner.

A g. Nothing contained in this Agreement shall grant or convey to Coordinator
any right or interest in any Type 2 Non-Irrigation Grandfathered Rights owned by Landowner,
and all such rights shall be retained by Landowner as its personal property.

h. The Parties anticipate that the water demand for turfed and xeriscaped




areas (including any golf courses), common areas, ornamental lakes and water featurcs within
the Land or any Out Parcels will exceed the quantity of water available through the
extinguishment or retirement of Landowner's Grandfathered Rights, and that a shortfall (the
"Shortfall") will exist. Coordinator shall usc its best efforts to obtain an interim use permit
("IUPR") from ADWR on behalf of Landowner or Landowner’s HOAs, if applicable, to allow the
use of groundwater to fill Reclaimed Water Reservoirs until sufficient reclaimed water is
available. Specific identifiable costs associated with completing the TUP will be reimbursed by
Landowner to Coordinator subject to written documentation of such costs. Such costs may
include engineering plans prepared by Coordinator or Landowner’s engineering firm for the
benefit of ADWR, subject to Landowner’s prior written approval, - The ongoing renewal costs
and annual reporting associated with the maintenance of the IUP shall be bome by the
Landowner or the designated HOA as appropriate, Until such time as reclaimed watcr is
available from the Wastewater Utilities to wmake up the Shortfall, Landowner shall, at
Landowner's option: (1) provide one or more Type 2 Non-lIimigation Grandfathered Rights; or (i1)
purchasc or cause to be purchased excess Central Arizona Project water to be wheeled to the
Land through Central Arizona hirigation and Drainage District laterals and delivered through the
Wastewater Ulilities' reclaimed water lines. The ongoing costs and annual reporting fees
associated with the use of onc or more Type 2 Non-Iirigation Grandfathered Rights or excess
Central Arizona Projcct water shall be bome by the Landowner or the designated HOA as
appropriate.

1. Landowner shall deed a single parcel of up 1o twenty (20) acres within the
Land as shown on the map attached hereto as Exhibit M (the “Water Infrastructure Site”), subject
to all matters of record (including, without hnmtation, liens for current taxes and general
assessments and non-delinguent HOA assessments, if any, but excluding financing
encumbrances arising from any decds of trust, mortgages, or other liens executed by Landowner
against the Land), to SCW for use as a future water and wastewater reclamation treatment
facility.

- Landowner and/or one or more HOAs operating within the Land or any
Out Parcels shall make conumnercially reasonable efforts to use reclaimed water delivered to the
Land and Out Parcels by the Utilitics as currently contemplated on Exhibit H. To the extent it is
commercially reasonable, Landowner will provide neccssary appurtenant facilifies mutually
acceptable to Landowner and the Utilities for reclaimed water storage, metering from Reclaimed
Water Reservoir, distribution and irrigation for common areas, eniry monumentation areas
and/or park sites within the Land and Out Parcels. In addition, Landowner and/or any HOAs
operating within the Land and any Out Parcels shall have the right, but not the obligation, to use
reclaimed water delivered by the Wastewater Utilities for all other common areas within the
Land and any Qut Parcels. As contemplated in Section 3.h. above and in the event there is
insufficient reclaimed water to satisfy the turf and xeriscape irrigation needs within the Land and
Out Parcels, the Wastewatcr Utilities shall supplement the shortfall with groundwater or excess
Central Arizona Project water al the same cost as the Wastewater Utilities' tarifl rate for
reclaimed water.

k. Landowner, golf course and/or one or more HOAs operating within the
Land or any Out Parcels shall use good faith efforts to work with the Utilities to locate arcas
throughout the Land suitable for the construction and installation of recharge and recovery wells.




The Parties recognize and acknowledge the quantity of water recharged and recovered will be
used to help reduce the Shortfall.

4. Financial Terms.

a. Subject to credits due Landowner by Coordinator pursuant to the Sale and
Purchasc and Partial Funding Agreement, Landowner or its assigns in title and/or successors in
title shall pay Coordinator an interest and financing fee (the “Landowner Payment™) for each
cquivalent dwelling unit ("EDU") within the Land or any Qut Parcels as full and final
compensation to Coordinator in consideration for its services and performance of its covenants
and agreements contained in this Agrecment. The amount of the Landowner Payment shall be:
(1) $3,600.00 per single-family EDU within that portion of the Land or any Out Parcels located
outside of the AWC CC&N Area; (ii) $3,150.00 per muiti-family EDU within that portion of the
Land or any Out Parcels located outside of the AWC CC&N Area; (ii1) $2,400.00 per single
family EDU within that portion of the Land or any Out Parcels Jocated within the AWC CC&N
Area; and (iv) $2,100.00 per multi-family EDU within that portion of the Land or any Out
Parcels located within the AWC CC&N Area. There are no planned multi-family EDUs in the
first 2,000 EDUs, and the first 2,000 EDUs are located outside of the AWC CC&N Arca.

b. The Landowner Payment for EDUs | through 2,000 totaling $7,200,000
shall be due in accordance with the following payment schedule, which is based upon
construction by Utilities of specific utility infrastructure {the "Phase I Infrastructure”) listed on
Exhibit N (the “Phase I Infrastructure Construction Schedule™):

{i) $882,411 shall be paid within fourteen (14) days of execution of
this Agreement.

(11) $1,183,205 shall be paid on or before September 30, 2007 (relating
to the WRF Expansion line item on the Phase I Infrastructure Construction Schedule).

(i) 35,134,324 shall be paid in monthly installments within twenty-
one (21) days after the applicable Coordinator Certification, as hereinafier defined, based upon
the Phase I Infrasiructure Construction Schedule but subject to the following conditions:

(a) For any amount payable pursuant to the Phase |
Infrastructure Construction Schedule which is based upon comimencement of construction by
Utilities, such payment shall not be due unless and until construction has actually commenced as
evidenced by a copy of the notice to proceed issued to the various contraclor(s) from the Utilities
authorizing the contractors(s) to begin work based upon applicable contracts.

(b) For any amount payable pursuant to the Phasc |
Infrastructure Construction Schedule which is based upon construction by Utilities of Phase I
Infrastructure reaching 33% completion, such payment shall not be due unless and until
coustruction of the Phase I Infrastructure has actually reached 33% completion as evidenced by a
certification provided by Coordinator, together with such supporting documentation as
Landowner may reasonably require (the “‘Coordinator Certification”).

{©) For any amount payable pursuant to the Phase I




Infrastructure Construction Schedule which is based upon construction by Utilities of Phase 1
Infrastructure rcaching 66% completion, such payment shall not be duc unless and until

construction of the Phase I Infrastructure has actually reached 66% completion as evidenced by a
Coordmnator Certification.

(d) For any amount payable pursuant to the Phase I
Infrastructure Construction Schedule which is based upon substantial completion of construction
("Substantial Completion"”} of Phase I Infrastructure by Utilities, such payment shall not be due
unless and until construction of the Phase 1 Infrastructure has actually reached Substantial
Completion as evidenced by a Coordinator Certification. For purposes of this Agreement,
"Substantial Completion” shall mean the time at which the Phase [ Infrastructure has progressed
to the point where it 15 sufficiently complete and can be utilized for the purposes for which it is
intended and the Utilities have the legal ability to use such Phasc I Infrastructure to provide
Utility Services to customers within Phase I.

c. The Landowner Payment for each EDU of the next 1,745 EDUs after the
first 2,000 EDUs shall be payable on the earlier of (i) the time a final plat is approved covering

the EDUs; or (ii) December 31, 2007, provided, however, that no Landowner Payment shall be

duc under this Section 4(c) unless and until the Phase I Infrastructure has reached Substantial
Completion.

d. The Landowner Payment for each EDU in excess of 3,745 shall be due at
the time a final plat is approved covering the EDU.

e. Under the terms of the Sale and Purchase and Partial Funding Agreement,
Landowner is owed a credit (the "Landowner Credit") against applicable Landowner Payments
in the total amount of $6,050,000, such credit to be applied against the Landowner Payments
commencing with the 2,001st EDU until the credit 1s exhausted. The Landowner Credit shall be
applied by (i) issuing a $1,000 credit against the Landowner Payment due for each single-famity
or multi-family EDU within the Land or any Out Parcels which is outside thc AWC CC&N
Arca; and (i1) issuing a $500 credit against the Landowner Payment due for each single-family or
multi-family EDU within the Land or any Out Parcels which is inside the AWC CC&N.
Landowner Credits shall be applied to EDUs as provided herein until the Landowner Payment
has beecn fully repaid, subject applicable credits for any $1,000 rcimbursement payments
received by Landowner under Section 4 of the Sale and Purchase and Partial Funding Agreement
based on fees collected by Global Water Resources for dwelling units outside the Land or any
Out Parcels but within the CC&N of FG.

f. The applicable Landowner Payment for EDU's in excess of 8,051 shall be
adjusted upward based on a CPI Factor, which is defincd as the Consumer Price index - United
States City Average - for All Urban Consumers - All Items published by the United States
Department of Labor, Bureau of Labor Statistics (the “Index’), with the Index for the month of
January 2007 being treated as the base Index, plus two percent (2%). If the Index is discontinued
or revised during the term of this Agreement, such other government index or computation with
which it is replaced shall be utilized, and modified as necessary, to obtain substantially the same
result as would be obtained if the Index had not been se discontinued or revised. For example, if
the Landowner Payment was due in February 2008 and the most current available Index was
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187.3 and the Index for Jannary 2007 was 182.5, the unpaid Landowner Payment per EDU
would be calculated as follows: $3,600 x 187.3/182.5 = $3,695.

g. Landowner shall notify Coordinator in writing at the time a final plat is
recorded covering EDUs within the Land or any Out Parcels and shall provide a copy of the
recorded plat to Coordmator. Upon receipt of such notification, Coordinator shall true-up any
discrepancy between the actual number of residential EDUs at final plat recordation and the
number of EDUs at the time of final plat approval. In the event that the number of EDUs at final
plat recordation is greater than thc number of EDUs at final plat approval, Coordinator shall
submit an invoice to Landowner setting forth the final number of EDUs and the balance of the
Landowncr Payment due Coordinalor. Landowner shall pay such invoice within thirty (30) days
of the date of the invoice. [nn the event that the number of EDUs al final plat recordation 1s less
than the number of EDUs at final plat approval, then Coordinator shall make an appropriate
refund of the Landowner Payment to Landowner based upon the final number of EDUs within
thirty (30) days of the datc Coordinator receives written notice from Landowner of the
recordation of a final plat. In the event that some portion of the Land or any Out Parcels is sold
and transferred to an unaffiliated third party before this payment is due, then the payment amount
will be held in an escrow until Coordinator satisfies its obligation under the terms of this
Agreement. Coordinator specifically understands and agrees that Landowner has no obligation
to record a final plat under this Agreement and such decision is left to Landowner’s solc
discretion.

h. For the purposes of this Section 4, the number of EDUs within the Land
and any Qut Parccls shall be calculated as follows: (i) each single family residential lot included
in the final plat approval shall constitute one (1} EDU and (if) each gross acre of commercial or
industrial property included in the final plat approval shall constitute 4.8 EDUs. An example of
how this would calculate for a2 commercial or industrial scction of the Land or Out Parcels with
30 acres in size would be as follows:

$3,600 plus the CPI Factor x 30 acres x 4.8 EDU/acre or $518,400 is due and
payable when Casa Grande approves the Commercial or Industrial Site Plan for
the 30 acres. If the Commercial or Industrial Site Plan approval only relates to 15
of the 30 acres, then $3,600 plus the CPI Factor x 15 acres x 4.8 EDU/acre or
$259,200 is due and payable when Casa Grande approves the Comunercial or
Industrial Site Plan for the 15 acres. The balance of the $3,600 plus the CPl
Factor due for the remaining acreage is duc when Casa Grande approves the
Commercial or Industrial Site Plan for such acreage.

The Parties acknowledge that additional fees, primarily wastewater loading fees, will be
billed to the commercial and industrial end user based upon the ultimate use of the Land and any
Out Parcels and fixtures thereon, consistent with the Utilities” code of practice currently in effect.

i Fees payable to the Utilitics pursuant to Extension Agreements and
reimbursement for certain costs and expenses incurred by Landowner with respect to the
obtaining of Utility Services are not the subject of this Agrcement and shall be paid and
reimbursed to the appropriate parties in accordance with the Extension Agrecments.
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5. No Partnership. Coordinator is acting as an independent contractor pursuant to
this Agreement. Nothing in this Agreement shall be interpreted or construed (i) o create an
association, agency relationship, joint venture, or partnership among the Parties or to impose any
partnership obligation or liability upon either Party, or (ii) to prohibit or limit the ability of
Coordinator o entcr into similar or identical agrecments with other landowners, even if the
activities of such landowners may be deemed to be in competition with the activities or
Landowner.

6. Landowner Default.

a. As to any monetary default, Landowner shall be deemed to be in defaunlt
under this Agreement upon the expiration of ten (10) days following receipt of written notice
from Coordinator specifying the basis upon which the monetary default is claimed unless, prior
to the expiration of ten (10) days followmg receipt of such written notice, Landowner cures the
monetary default.

b. As to any non-monetary default, Landowner shall be deemed to be in
default under this Agreement upon the expiration of thirty (30) days following receipt of written
notice from Coordinator specifying the basts upon which the non-monetary default is claimed
wntless, prior to the expiration of thirty (30) days following receipt of such written notice,
Landowner cures the non-monetary default, or 1f such non-monetary default cannot reasonably
be cured in thirty (30) days, Landowner commences and continues with good fzith efforts to cure
such non-monetary default and subsequently curcs such non-monetary default not later than
ninety (90} days following the date of the written notice of default.

c. A default by Landowner under this Agreement shall constitute a defauit by
Landowner under the Extension Agrecments, but a default by Landowner under an Extension
Agreement shall not constitute a default under this Agreement.

d. Inn the event Landowner is in default under this Agreement, the provisions
hereof may be enforced by any remedy permitted by law for specific performance, injunction, or
other equitable remedies in addition to any other remedy available at law or in cquity. In the
event Landowuer fails to pay any amount as and when due (including the Landowncr Payment),
which failurc is not cured within ten (10) days after notice thereof in accordance with the
provisions of Section 6(a) above, such delinquent amounts shall bear interest at the rate of fifteen
percent (15%) per annum from the due date until paid. Subject to Section 22 below, and to the
extent such sums remain unpaid following such ten (10) day period, Coordinator may claim a
contractual lien for such sum, together with interest thercon as set forth above. Coordinator may
then foreclose said coniractual lien agaimst only those lots on the Land, and not the entire plat,
then owned by Landowner for which such sum is due, in the manner prescribed by law for the
foreclosure of reaity mortgages. Subject to Section 22 below, Coordinator agrees that as and
when portions of the Land or any Qut Parcels are sold, the obligations hereunder shall be
bifurcated based on the land area sold. Each landowner shall be responsible for all sums owed
hereunder with respect to the land areas that such landowner owns, and shall not have any
obligation or liability for the failure of any other owner of any portion of the Land or any Out
Parcels. Likewise, Landowner shall not be liable for any payments due Coordinator hereunder




~

after the date of such a sale, nor shall Landowner be liable to Coordinator for any default of any
new landowner.

e. Subject to the limitations described in the foregoing Section 6{d) above
and subject to Section 22 below, if the Landowner monetarily defaults under this Agreement, as
defined in Section 6(a) above, said monetary default shall be a lien against the portions of the
Land and Out Parcels for which such sum is due (and not against any other parcel of Land), in
the amount owed by Landowner to Coordinator under the terms of this Agreement. The Partics
agree that said lien shall relate back to the date upon which an cxecuted copy of this Agreement
is recorded in the Pinal County Recorder’s Office. The monetary lien described in this Scction
6(c) shall be released from any tract of the Land and any Out Parcels subsequently conveyed to
an HOA or dedicated to any govermmental entity, public utility or as a Public Lot defined in
Section 22 below.

f. The lien described in this Section 6 shall take effect only upon recordation
of a claim of contractual lien as described below in the office of the Pinal County Recorder by
Coordinator, and shall relate back to the date when the executed copy of this Agreement were
recorded, as set forth in Section 6(e) above. Coordinator shall give written notice of any such
licn. The Notice and Claim of Contractual Licn shall include the following:

() The name of the Jien claimant.

(i) The name of the party or then owner of the property or interest
against which the lien is claimed.

(111) A description of the property against which the lien is claimed.

(iv) A description of the default or breach that gives rise to the claim of
ien and a statement itemizing the amount of the claim.

(v} A statement that the lien is claimed pursuant to the provisions of
this Agreement and reciting the date of recordation and recorder’s document number of this
Agreement,

(vi)  The notice shall be acknowledged, and afier recordation, a copy
shal] be given to the person against whosc property the lien is claimed in any manner prescribed
under Section 20 of this Agreement. The lien may be enforced in any mavner allowed by law,
including without limitation, by an action to foreclosc a mortgage or mechanic’s lien under the
applicable provisions of the laws of the State of Arizona.

g. If Landowner posts either (a) a bond executed by a fiscally sound
corporale surety licensed to do business in the State of Arizona, or (b) an irrevocable letter of
credit from a reputable financial institution licensed to do business in the State of Arizona
reasonably acceptable to Coordinator, which bound or letter of credit (i) names Coordinator as the
principal or payee and is in form satisfactory to Coordinator, (i1) is in the amount of one and one-
half (1-1/2) times the claim of lien, and (iii) unconditionally provides that it may be drawn on by
Coordinator in the event of a final judgment entered by a court of competent jurisdiction in favor
of Coordinator, then Coordinator shall record a release of the lien or take such action as may be
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reasonably required by a title insurance company requested to furnish a policy of title insurance
on such property to delete the lien as an exception thereto. Landowner shall post the bond or
letter of credit by delivery of same to Coordinator. All costs and expenses o obtain the bond or
letter of credit, and all costs and expenses incurred by Coordinator, shall be borne by Landowner,
unless Landowner is the prevailing Party in any litigation challenging the claimed lien.

7. Coordinator Default.

a. As to any monetary default, Coordinator shall be deemed to be in default
under this Agreement upon the expiration of ten (10) days following receipt of written notice
from Landowner specifying the basis upon which the monetary default is claimed unless, prior to
the expiration of ten {10} days following rcceipt of such written notice, Coordinator cures the
monetary default.

b. As to any non-moneiary default, Coordinator shall be deemed to be in
default under this Agreement upon the expiration of thirty (30) days following receipt of written
notice from Landowner specifying the basis upon which the non-monetary default is claimed
unless, prior to the expiration of thirty (30) days following receipt of such written notice,
Coordinator cures the non-monetary default, or if such non-monetary default cannot reasonably
be cured in thirty (30) days, Coordinator commences and continues with good faith efforts to
cure such non-monetary default and subsequently cures such non-monetary default not later than
ninety (90) days following the date of the written notice of default.

c. In the event Coordinator fails to cure a default within the time periods
described in Sections 7(a) and (b) above, Landowner may terminate this Agreement upon
expiration of the applicable cure period and/or exercise any and all rights and remedies available
at law or in equity including, without limitation, specific performance, injunction, or other
equitable remedies. In the event of a default by Coordinator under this Agreement (and the
expiration ot the applicable cure period), upon written demand by Landowner, Coordinator shall
execute such documents and wstruments as Landowner or any title company insuring all or any
part of the Land and Out Parcels requires in order to relecase this Agreement {or any other
instrument providing constructive notice of this Agreement) of record. Effective upon a default
by Coordinator under this Agreement {and the cxpiration of the applicable cure period),
Coordinator hereby grants to Landowner a power of attomey (that is coupled with an interest and
is irrevocable so long as this Agreement or any instrument intended to provide constructive
notice of this Agreement remains of record) and appoints Landowner as its attorney-in-fact to
execute such documents and instruments as Landowner or any title company insuring all or any
part of the Land and Out Parcels requires in order to release this Agreement (or any other
instrument providing constructive notice of this Agreement) of record, if Coordinator does not
timely execute such termination documents or instruments within ten (10) days afler written
demand by Landowner to Coordinator. Upon the occurrence of a default by Coordinator and if
Landowner elects to terminate this Agreement, Coordinator shall return any portion of the
Landowner Payment, which Landowner paid to Coordinator.

d. In the event that Coordinator does not timely cause the construction of the

Water Backbone Infrastructure, the Wastewater Backbone Infrastructure, the Off-Sitec Reclaimed
Water Line, any Transmission Mains for which Water Utilities are responsible, the On-Site
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Reclaimed Water Line, or any Collection Mains for which Wastewater Utilities are responsible
in accordance with the terms of this Agreement, then following thirty (30) days' written notice to
Coordinator, and Coordinator failing to initiatc reasonable efforts to undertake such work,
Landowner shall have the right, but not the obligation, to complete such infrastructure. In such
event, Landowner shall submit invoices to Coordinator for the cost of such construction and
Coordinator shall within thirty (30) days of such inveices reimburse Landowner for such costs
rcasonably incwired in the construction of such infrastructure. In addition, Landowner may set-
off any costs incwrred by Landowner in completing such construction under this Section 7(b)
against any Landowncr Payments that are due Coordinator. The self-help remedy of this Section
7(b) is in addition to any other remedies available to Landowner under this Section 7 or under
Section 8 below.

8. Termipation of Agreement.

a. Acqusition of CP Stock and FG Stock by Global Inc. This Agreement is
contingent upon Global Inc.'s acquisition of the CP Stock pursuant to the Sale and Purchase and
Partial Funding Agreement and acquisition of the FG Stock pursuant to the Francisco Grande
Stock Purchase Agreement. In the event that Global Inc. does not complete its acquisition of the
CP Stock and the FG Stock within thirty (30) of the date of execution of this Agreement, then
Landowner or Coordinator, ai either Party's option, may terminate this Agreement without
recourse.

b. Non Issuance of ACC CC&N Transfer Approvals, ACC CC&N Extension
Approvals or Other Approvals. Pursuant fo Section 2.3.1 of the Francisco Grande Stock
Purchase Agreement, Global Inc.'s obligation to pay thc Purchase Price as defined therein is
contingent upon ACC approval by way of a final order (with all appeal periods having expired
without any such appeal} of the transter of FG's water and wastewater CC&Ns to SCW and
PVU, respectively (the "TACC CC&N Transfer Approvals™). Pursuant to Section 1(a)(3) of this
Agreement, Coordinator must facilitate, arrange and coordinate with the appropriate Utilities the
extension of the Utihties' CC&Ns to include the Land and, if applicable, Out Parcels. Such
extension is contingent upon the Utilities obtaining necessary approvals and/or permits from the
ACC (the "ACC CC&N Extension Approvals™) and ADWR, ADEQ, Pinal County, Casa Grande
and/or CAAG (the "Other Approvals”). In the event that (i) the ACC CC&N Transfer Approvals
have not been obtained on or before Junc 1, 2008, and FG is unable to provide Utility Services to
the Land, and Casa Grande is unable or unwilling to provide Utility Services to the Land
pursuant to an agreement(s) with Coordinator or onc or more of the Utilities; (i1) the ACC
CC&N Extension Approvals have not been obtained on or before June 1, 2008, and Casa Grande
is unable or unwilling to provide Utility Services to the Land pursuant to an agreement(s} with
Coordinator or one or more of the Utilities; or (111} the Other Approvals have not been obtained
on or before June 1, 2008, and Casa Grande is unable or unwilling to provide Utility Services to
the Land pursuant to an agreement(s) with Coordinator or one or more of the Utilities, then either
Party may notify the other Party in writing of its desire to terminatc this Agreement (the
"Termination Notification™). In the event that a Party issues a Termination Notification, this
Agreement shall terminate on the fifteenth (15th) day after the date of the Termination
Notification {(the "Tenmination Date"), and the Agreement shall thereafter be of no further force
or effect. Upon termination of this Agrcement, Coordinator may retain any Landowner
Payments received by Coordinator through and including the Termination Date and Coordinator
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shall facilitate, arrange and coordinate the conveyance of all Phase T Infrastructure (including,
but not himited to, the projects/infrastructure identified on the Phase | Infrastructure Construction
Schedule as Well Development, Raw Water Delivery, Water Distribution Center and Potable
Water Distribution) located within the Land and Out Parcels to Landowner or any entity
designated in writing by Landowner within thirty (30) days of the Termination Date.
Conveyance of such Phasc I Infrastructure shall be via special warranty deed and/or bill of sale
in a form mutually acceptable to Coordinator, the Utilities and Landowner.” Within thirty (30)
days of the Termination Date, Coordinator shall remove or cause to be removed any recordation
of this Agreement with Pinal County; Coordinator shall record documentation in Pinal County
that this Agreement has been terminated; and Coordinator shall waive any lien rights it may have
under this Agreement.

c. Non Issuance of CAAG 208 Approval. The Parties recognize and
acknowledge that PVU has irrevocably allocated sufficient wastewater trcatment capacity in its
existing wastewater {reatment plant (the "WTP Campus 1") to provide wastewater treatment’
service for all of Phase I of the Land. The Parties further recognize and acknowledge that PVU
plans to construct a wastewater treatment plant on the Water Infrastructure Site (the "Legends
WTP™) to provide wastewater service to future development phases of the Land, and that PVU
has applied for CAAG 2008 approval to include such facility on thc Water Infrastructure Site.
The Partics further recognize and acknowledge that CAAG 208 approval is not requircd unless
and until PVU 1s ready to commence construction of the Legends WTP, and that the Legends
WTP may or may not be constructed on the Water Infrastructure Site. In the event that (i)
Coordinator and PVU arc unable to obtain CAAG 208 approval prior to the start of construction
by PVU of the Legends WTP, or if such approval is reversed or ultimately invalidated on appeal;
or (i) Coordinator and PVU are unable to provide an hrevocable commitment of wastewater
treatment capacity for the Land from the WTP Campus | or other wastewater treatment plants
owned or controlled by the Wastewater Utilities, then Landowner or Coordinator at either Party's
option may terminate this Agrcement without recourse to either Party. Should either Party clect
to terminate this Agreement under this Section 8(c), ail amounts paid by Landowner to
Coordinator under this Agreement for EDUs in excess of the number of EDUs for which the
Wastewater Utilities can provide iirevocable commitments of capacity from the WTP Campus 1
and/or other wastewater treatment plants with validly issued aquifer protection permits and
CAAG 208 approvals shall be refunded to Landowner within fifteen (15) days of termination of
this Agrcement. In the event Landowner or Coordinator terminates this Agreement, Coordinator
shall remove or cause to be removed any recordation of this Agreement with Pinal County;
Coordinator shall record documentation in Pinal County that this Agrecment has been
terminated; and Coordinator shall waive any lien rights it may have under this Agreement.

d. Recharacterization of Landowner Payments. Coordinator acknowledges
that any recharacterization of the Landowner Payment as an advance in aid of construction or a
contribution in aid of construction to the Utilities shall not be a basis for terminating this
Agreement.

9. Attorneys’ Fees. If any dispuie arises out of the subject matter of this Agreement,
the prevailing Party in such dispute shall be entitled to recover from the other Party its costs and
expenses (including rcasonable attorney’s fees) incurred in litigating or otherwise resolving such

16



dispute. The Puaties’ obligations under this Section shall survive the closing under this
Agreement,

10.  Applicable Law; Venue; Jurisdiction. This Agreement shall be governed by and
construed in accordance with the laws of the State of Arizona, notwithstanding any Arizonz or
other conflict-of-law provisions to the contrary. The Parties consent to jurisdiction for purposes
of this Agreement in the State of Arizona, and agree that Maricopa County, Arizona, shall be
proper venue for any action brought with respect to this Agreement.

11, Interprelation. The language tn all parts of this Agreement shall in all cases be
construed as a whole according to its fair meaning and not strictly for nor against any Party. The
section headings in this Agreement are for convenience only and are not to be construed as a part
hercof. The Parties agree that each Party has revicwed this Agreement and has had the
opportunity to have counsel review the same and that any rule of construction to the effect that
ambiguities arc to be resolved against the drafting Party shall not apply in the interpretation of
this Agreement or any amendments or any exhibits thereto. Exccpt where specifically provided
to the contrary, when used in this Agreement, the term “including” shall mean without limitation
by reason of enumeration. All pronouns and any variations thereof shall be deemed to refer to
masculine, femnine or neuter, singular or plural, as the identity of the person(s) or entity(ies)
may require.

12. Most Favored Nation. Coordinator represents that the CC&N expansion, which
includes the Land and is contemplated to be filed no later than January 31, 2007, includes the
same pricing, termms, and conditions as were included in SCW’s and PVU’s CC&N expansion
application filed on December 28, 2005, If Landowner acquircs any portion of the Out Parcels
after execution of this Agreement, then Coordinator will use best efforts to cause the Utilities to
obtain a CC&N extension for those Out Parcels, and agrees that the Out Parcel CC&N expansion
application will include the same pricing, terms, and conditions set forth in this Agreement. In
the event that Coordinator enters into a separate Infrastructure Coordination and Finance
Agreement with another landowner in Pinal County, amends the December 28, 2005 CC&N
expansion application, or if the ACC amends the December 28, 2005 CC&N filing in its final
order to providc more favorable terms than those include in the CC&N expansion for the Land
and Out Parcels, then Coordinator shall amend this Agreement with the written consent of
Landowner, to include such pricing, terms, or conditions so that the CC&N expansion for the
Land and Oul Parcels is at least as favorable to Landowner as the pricing, terms, and conditions
offered to the other landowner.

13. Consent to Easements. Until such time as this Agreement is terminated of record
with respect to the Land and Out Parcels, Coordinator, without compensation, shall execute,
acknowledge and deliver to Landowner, any applicable governmental authority with jurisdiction,
any private or public utility company or any homecowners’ association, such consents,
acknowledgments, approvals, releases, guit-claim deeds, subordination agreements and other
instruments and agreements reasonably requested by Landowner in connection with the
recording of any subdivision map, final plat or map of dedication granting of easements
dedication of land, conveyance of land to a homeowners’ association or Public Lot as defined in
Section 22 below, or other development activities undertaken by Landowner in connection with
the Land and Out Parcels.
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14. Counterparts. This Agreement shall be effective upon execution by all Parties
hereto and may be execuied in any number of counterparts with the same effect as if all of the

Partics had signed the same document. All counterparts shall be construed together and shall
constitute one agreement.

15. Entire Agreement. This Agreement constitutes the entire integrated agreement
among the Parties pertaining to the subject matter hereof, and supersedes all prior and
contemporaneous agreements, representations, and undertakings of the Parties with respect to
such subject matter. This Agreement may not be amended except by a written instrument
exccuted by all Parties hereto.

16. Additional Instruments. The Parties hereto agree to exccute, have acknowledged,
and deliver to each other such other documents and instruments as may be reasonably necessary
or appropriate to evidence or to carry out the terms of this Agreement.

17.  Time of the Essence. Landowner and Coordinator agree that time is of the
essence with respect to each and every provision and obligation of this Agreement.

18.  Severability. Every provision of this Agreement 1s intended to be severable. If
any term or provision hereof is illegal or invalid for any reason whatsoever, such 1illegality or
invalidity shall not affect the vahdity or legahity of the remainder of this Agreement.

t9.  Incorporation by Reference. Every exhibit, schedule and other appendix attached
to this Agrecment and referred to herein is hereby incorporated in this Agreement by reference.

20. Notices. All notices, demands, and other communications provided for hereunder
shall be in writing (including facsimile or similar transmission) and maited (by U.S. certified
mail, return receipt requested, postage prepaid), sent, or delivered (including by way of overnight
courier service);

(a) If to Global Water Resources, LLC, addressed to:

Global Water Resources, LL.C
21410 N. 19" Avenue, Suite 201
Phoenix, Arizona 85027
Phone: (623) 580-9600
Facsimile: (623) 580-9659
Attn: Cindy Liles

with a copy to:

Burch & Cracchiolo, P A,
702 East Osbom Road
Phoenix, Arizona 85014
Phone: (602) 274-7611
Facsimile: (602) 234-9912
Attn: Andrew Abraham, Esq.
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(®)

H to CHI Construction Company, addressed to:

Roger Pryor .

Vice President - Phoenix Division
D. R. Horton - Continental Scrics
16430 N. Scottsdale Road, Suite 200
Scottsdaic, AZ 85254

Phone: (480) 483-0006

Facsimile: (972) 888-1553

with copices to:

Robert E. Coltin

Vice President, Legal Counsel - Phoenix Division
D. R. Horton - Continental Series

16430 N. Scottsdale Road, Suite 200

Scottsdale, AZ 85254

Phone: (480) 483-0006

Facsimile: (480) 368-1088

Ted Harbour

D.R. Horton, Inc.

D. R. Horton Tower

301 Commerce Street, Suite 500
Fort Worth, TX 76102

Phone: (817) 390-8200
Facsimile: (817) 390-1702

Snell & Wilmer

One Arizona Center

400 East Van Buren

Phoenix, Arizona 85004-2202
Phone: (602) 382-6234
Facsimile: (602) 382-6070
Aitn: Jeff Crockeit, Esq.

ot, as to each Party, to such other Person and/or al such other address or number as shall be
designated by such Party in a written notice to the other Party. All such notices, demands, and
communications, if mailed, shall be effective upon the carlier of (i) actual receipt by the
addressee, (ii) the date shown on the retwrn receipt of such mailing, or (i) three (3) days after
deposit in the mail. All such notices, demands, and communications, if not mailed, shall be
effective upon the earlier of (i) actual receipt by the addressee, (ii) with respect to facsimile and
similar electronic transmission, the earlier of (x) the time that clectronic confirmation of a
successful transmission is received, or (y) the date of transmission, if a confirming copy of the
transmission is also mailed as described above on the date of transmission, and (iii) with respect
to delivery by overnight courier service, the day after deposit with the couricr service, if delivery
on such day by such courier is confinmed with the courier or the recipient orally or in writing.
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21.  Binding Effect; Partial Releases. Except as otherwisc provided herein and in
Scction 22 below, this Agrcement shall be binding upon and inure to the benefit of the
successors and assigns of the respective Parties. This Agreement constitutes a covenant running
with the land, shall be binding upon the Land and any Out Parcels, as applicable, for the benefit
of Coordinator and its successors and assigns, and any person acquiring any portion of the Land
and Out Parcels, upon acquisition thereof (other than an end purchaser or user of a Public Lot (as
defined bclow)), shall be deemed to have assumed the obligations of Landowner arising under
this Agreement with respect to such potrtion of the Land and Out Parcels from and after the date
of such conveyance without the necessity for the execution of any separate instrument (and the
Landowner or prior owner of the Land shall be relieved of all liability with respect to such
portion of the Land and Out Parcels arising from and after the date of such conveyance). At such
time as the Landowner Payment has been paid in full with respect to any relevant portion of the
Land and Out Parcels pursuant to a Plat Approval (and from time to time thereafter as requested
by Landowner), Coordinator shall execute, acknowledge and deliver to Landowner such
documents and instruments as Landowncr or any title company shall require in order to release
this Agreement of record with respect to such relevant portion of the Land and Out Parcels.
Landowner may require that Coordinator provide such document and tnstruments to releasc the
lien of this Agreement with respect to any relevant portion of the Land and Out Parcels
simultaneously with, and as a condition to, the applicable Landowner Payment for such relevant
portion of the Land.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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22. Termination Upon Sale to Public. Upon receipt of the Landowner Payment for
each lot within the relevant final plat of the Land and Out Parcels, Coordinator and Landowner
hereby acknowledge and agree that this Agreement shall terminate of record (without relieving
Landowner or any subsequent bulk purchaser from hability under this Agreement) without the
execution or recordation of any further document or instrument as to any lot or tract within the
relevant final plat of the Land and any Out Parcels which has been finally subdivided and
individually (and not in “bulk”) leased (for a period of longer than one year), sold or otherwise
conveyed to the end purchasers or users thereof including, without limitation, a homebuyer,
HOA, private utility, a public utility, a governmental entity, civil agency (e.g., fire or police
department) (a “Public Lot”) and thereupon such Public Lot within the relevant final plat of the

Land shall be released from and no longer be subject to or burdened by the provisions of this
Agreement.

IN WITNESS WHEREOF, the Parties have entered into this Agreement as of the date
first above written.

COORDINATOR:

Global Water Resources, LLC
a Delaware Limited Liability Company

By: ()/\ néy N Ule,
Cindy M., Liles
Its: Senior Vice-President

LANDOWNER:

CHI Construction Company,
an Arizona corporation 7/

By: /M

;ﬁ

Its: 3) N Tfou .P(' e gk ea.d’
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STATE OF ARIZONA )

) ss.
County of Maricopa )
On December &i, 2006, before me, gasilsd {1/ £, a Notary Public
in and for said state, personally appeared ¢ Mty Y ). | g e ,

personally known to me (or proved to me on the basis bf satisfactory evidence} to be the person
whose name is subscribed to the within instrument and acknowledged to me that he/she executed

* the same in his/her authorized capacity, and that by his/her signature on the instrament, the

person or the entity upon behalf of which the person acted, executed the instrument.

WITNESS my hand and official seal.

~2 Offasddt,

Notary Public in and for said State

STATE OF ARIZONA )
)ss.
County of Maricopa )

On December &4, 2006, before me, gﬂtﬁ\\i \{ﬂﬁ A&rdt , a Notary Public
in and for said state, personally appeared Framb " T. THRVIS ,
personally known to me (or proved to me on the basis of satisfactory evidence) to be the person
whose name is subscribed to the within instrument and acknowledged to me that he/she exccuted
the same in his/her authorized capacity, and that by his/her signature on the instrument, the
person or the entity upon behalf of which the person acted, executed the instrument.

WITNESS my hand and official seal.

~Z Fardb

Notary Public in and for said State

% .;éiilij '¢°

L
0, o
®oono0?




EXHIBIT A

LEGAL DESCRIPTION OF LAND




EXHIBIT A
LAND

ORDERNO.: 04990275 ~ POLICY NO.: PROFORMA-0275

Exhibit A
Parcel No. 1

Lots 1, 2 and 5 and the Southwest quarter of the Northeast quarter of Section 1, Township 6 South, Range
4 East of the Gila and Salt River Base and Meridian, Pinal County, Arizons;

Except the South 115.5 feet of gsid Lot 5; and also
Excopt the South 115.5 feot of the s2id Southwest guarter of the Northeast,
Parcel No. 2:

Lots 6 and 7 and the West half of the Southeast quarter of Section 1, Township 6 South, Renge 4 East of
the Gila rnd Salt River Base and Meritian, Pinal County, Arizons; :

Except the North 140 feet of said Lot 6; and also
Except the North 140 feet of the said West half of the Southeast quarter,
Parcel No. 3:

Lots 3 and 4 and the West half of the Southeast guarter and the Southwest quarier of Section 12,
Township 6 South, Range 4 East of the Gila and Salt River Base and Meridian, Pinal County, Arizona;

Except roadway as granted in Deed recorded in Book 69 of Doeds, page 291.

Parcel No. 4:

The Northeast quarter of Section 12, Townshlp 6 South, Range 4 Bast of the Gila and Salt River Base and
Meridian, Pinal County, Arizonas;

Except atl coal and other mineral deposits, as reserved in the Patent.

Parcel No. 3¢

Section 13 Townsh&p 6 South, Range 4 Enst of the Gila and Salt River Base and Mcridian, Pinal County,
Arizona;

Except roadway as granted in Deed recorded in Book 69 of Deeds, page 291; and

Except that portion described as follows:




ORDER NO.: 04990275 . POLICY NO.: PROFORMA-0275
Commencing at the North quarter comer of said Section 13, said point being a 4 rebar tagged “LS 4399"
from which the Northeast closing corner of Section 13 bears North 89°59°50” West, 2556.35 feet, said
point bemg 82" brass cap on a 2” galvenized pipe marked “LS 4399 C.C. 1978”

Thence elong the West line of the Northeast quarter of said Section 13 South 00°10°45™ East, 240.00
feeet to the TRUE POINT OF BEGINNING; -

Thcnce paraliel with and 240,00 feet South of the North line of the Northeast quarter of said Section 13,
South 89°59°50” East, 1499.75 feet to & '4” rebar tagged “RLS 35545” for the Northeast comer of this
parcel;

Thence South 00°00°10” West, 1610.00 feet to a ¥4™ rebar taggod “RLS 35545" for the Sontheast comer
of this parcel;

Thence North 89°59°50” West, 2299.75 feet to a 14" reber tapged “RLS 35-545” for the Southwest corner
of this parcel;

Thence North 00°00”10” East, 1616 fect to a /4™ rebar tagged “RLS 35545” for the Northwest corner of
this parcel;

Thence South 89°55*50 Enst, 800.00 feet to the TRUE POﬁQT OF BEGINNING.

Parcel No. 6:

The Northenst quarter and the Northwest quarter and the Southeast quarter of

Section 23, Township 6 South, Range 4 East of the Gila and Salt River Base and Meridian, Pinal County,
Arizona;

Except all coal and other materials in said Northwest quarter as reserved in the Patent; and

Except roadway as granted in Deed recorded in Book 49 of Deeds, page 272.

Parcel No. 7:

Section 24, Township 6 South, Range 4 East of the Gila and Salt River Base and Meridian, Pinal County,
Arizona;

_Except the East balf of the Southeast quarter of the Southesst quarter of the Southeast quarter thereof;, end
Except all coal and other materisls in the West half of said Section 24, as reserved in the Patent; and

Except roadway as granted in Deed secorded in Book 53 of Deeds, pages 253 and 254.
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Parcel No. 8: V

The North haif of Section 25, Township 6 South, Range 4 East of the Gila and Salt River Base and
Meridian, Pmal County, Arizons;

Except the East half of the Northeast quarter of the Northeast quarter thereof.

Parcel No. 9:

The North hatf of Section 26, Township 6 South, Range 4 Eas: of the Gila and Salt River Base and
Meridian, Pinal County, Arizons; -

Except the West half of tho Northwest quarter of the Northwest quarter thereof; and also

Except the Noﬂh half of the Northwest guarter of the Southwest quarter of the Northwest quarter thereof;
and )

Except rosdway 83 gmmed in Deed recorded in Book49 of Deeds, page 277..

Parcel No. 10

DELETED

- Parcel No, 11:

DELETED

Parcel No, 12:

DELETED

Parcel No. 13:

The East half of Section 5, Township 6 South, Range 5 East of the Gila and Salt River Base and
Meridian, Pinal County, Arizona;

Except that part lying Nosth of the Southern Pacific Railroad; and also
Except reservations of the minerals in or under that when mined or oxtracted therefrom shall be equal in

valuse to one per cent of the net smelter rotuns on &l ores, concentrates and precipites mined and shipped
from said property as reserved in Warranty Deed recorded in Docket 1037, page 454.
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Parcei No. 14:

The Bast half of the Southwest quarter of Section 5, Towﬁship 6 South; Range 5 East of the Gila and Salt
River Base and Meridian, Pinal County, Arizons; |

Except the North 200 feet thereof,

Parcel No. 15;

The West half of the Southwest quarter of Section 5, Township 6 South, Rangs S East of the Gila and Salt
River Base and Meridian, Pinal County, Arizona;

Except that portion described as follows:
Beginning at the West quarter carner of said Soction 5

Thenoe South 89 degrees 54 minutes East, along the Nosth boundary of said West half of the Southwest
quaner of Scction 5, a distance of 1302.9 feet;

Thence South 1 degrees 30 minutes 30 seconds West, along the East boundary of aald West haif of the
Southwest quarter of Section 5, a distance of 287.8 feet;

Thence South 89 degrees 59 minutes West, a distance of 1305.8 feet;

Thence North 2 degrees 03 minutes 30 seconds East, along the West boundary of said Section S, a
distance of 290.3 feet to the Point of Beginning.

Parcol No, 16:

The Southeest quarter of Section 6, Townsh:p 6 South, Range 5 East of the Gila and Salt River Base and
Meridian, Pinal County, Arizona;

onept the North 300 feet thereof.

Parcel No. 17:

" Lots 6 and 7 and the East half of the Southwest quatter of Section 6, Township 6 South, Range 5 East of
the Gila and Salt River Base and Meridian, Pinal County, Arizona;

Except the North 300 feet of the said Eest half of the Southw&t guarter; and also
Except the North 140 feet of said Lot 6.
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Parcel No. L8:

The Northoast quarter and Lots I and 2 and the East half of the Northwest quarter of Section 7, Townsﬁip
6 South, Range 5 East of the Gila and Salt River Base and Meridian, Pinal County, Arizona;

Except Lots 743, 1150, 1151, 1152, 1153, 1154, and 1322 of Desert Carmel Section “R™, according to
plat recorded in Book 14 of Maps, page 33, recosds of Pinal County, Arizona; end also

Except sirects, sticys and draiimge ways sbutting said excepted lots.

Parcel No. 19:
Lots 3 and 4 and the East half of the Sonthwest quarter of Section 7, Township 6 South, Range 5 East of
the Gila and Salt River Basc and Meridian, Pinal County, Arizona.

Parcel No. 20:

The Southeast quarter of Section 7, Township 6 South, Range S East of the Gila and Salt River Base and
Meridian, Pinal County, Arizona;

Except Lots 2, 3, 4, 16, 27, 28, 40, 62, 65, 83, 84, 97, 102, 104, 119, 126, 142, 151, 152, 154, 156, 157,
164, 170, and [71, Desert Carmel Section “T”, per plat recorded in Book 13 of Maps and plats at page 59,
records of Pinal County, Arizona; ’

Excepting strects, alleys and drainage wﬁys abutting said excepted lots; and also

“Except Lots 1986, 204, 207, 232, 244, 249, 250, 283, 292, 329, 332 and 337, Desert Carmiel Section “T7,
per plat rocorded in Book 13 of Meps and plats at page 70, records of Pinal County, Arizona;

Eﬁcepting stroets, alleys and drainuge ways abutting said excepted lots; and also
Except Lots 349, 355, 397, 401, 416, 428, 437, 438, 516, 529, 530, 547, 603, 611, 632, 642, 648, and 659,
Desert Carmel Sectlon “T”, per plat recorded in Book 14 of Meps and plats at page 135, records of Pinal

County, Arizonas;

Excepting streets, alloys and drainage ways abutting said excepted lots.

Parcel No, 21:

The Northeast quarter of the Northeast quarter of Section 8, Township 6 South, Range 5 East of the Gila
and Salt River Base and Meridian, Pinal County, Arizona.
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Parcel No. 22:

The West half and the Southeast quarter and the West half of the Northeast quarter and the Southeast

quarter of the Northeast quarter of Section 8, Township § Sonth, Renge 5 East of the Gila and Sslt River
Base and Meridian, Pinal County, Arizons; '

Except Candlestick Drive as dedicated on piat of Deseﬂ Carmel Section “N”, accordmg to Book 14 of
Maps, page 11, records of Pinal County, Arizona; and also

Except Lots 139, 163, 194, 240, 247, 302, 395 and 427 of Desert Carmel Section “N”, per plat recorded in
Book 14 of Maps and plats at page 11, records of Pinal County, Arizona; and also

Except streets, aliéys and drainage ways abutting said excepted lots; and also
Except any portion of Parcels 21 and 22 lying within the following described property:

That postion of the Bast half of the Northeast quarter of Section 8, Township 6 South; Range S East of the
Gila and Salt River Base and Meridian, Pinal County, Arizona, described as follows:

Beginning at the Northeast comer of zald Section 8;

Thence South 00 degrees 24 minutes 58 seconds West along the East line of said Section 8, 1327.62 feet
to the North sixteenth corner of the Northeast quarter of said Section 8;

Thenee North 75 degrees 57 mmutcs 47 seconds West, a distance of 136.06 feet to the Point of
Beginning;

‘Thence South 6 degrees 30 minutes 00 soconds West, a distance of 220.00 feet to a point;
Thence Nbrth 83 degrees 30 minutes 00 soconds West, a distance of 360.00 feet to a point;
.Thence Narth 6 degrees 30 minutes 00 seconds East, a distance of 220.00 fest to a point;

Thence South 83 degrees 30 minutes 00 seconds East, a distasice of 360.00 feet to the Point of Beginning,

Parcel No. 23'

The Northwest quarter of Ssction 17, Township 6 South, Range 5 East of the Gila and Salt River Base
and Meridian, Pinal County, Arizona;

- Except Candlestick Drive as dedicated on plat of Desert Carmel Section “F”, according to Book 15 of
Maps, page 4, records of Pinal County, Arizona; and also
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Except Lots 79, 502, 503, 505, 506, 553, 592 595 and 596 of Desert Carmel Section “F, aceording to
Book 15 of Maps, page 4, records of Pinal County, Arizona.

'Parccmo 24:

The Soudwwr:st quarter of Section 17, Township 6 South, Range 5 East of the Gila and Salt River Base.
and Meridian, Pinal County, Arizona.

Parcel No, 25:

That part of the Northeast quarter lying West and that part of the Northeast quarter of Section 17,
Township 6 South, Range 5 East of the Gila and Salt River Bass and Metridian, Pinal County, Anzona,
lying North of the following described line:

Beginning st the corner of Section 8, 9, 16 and 17, Township 6 South, Renge 5 East of the Gila and Salt
River Bass and Meridian, the center of a steel mnnh’ulc cover;

Thence South 89 degrees 55 minutes 45 seconds Wmt, 218.59 fcet, 1o a point on the centerline of Kortsen
Rd;

Thence South 65 degrees 48 minutes 47 seconds West, 525.30 feet, to a point on ths centerfine of Kortsen
Rd; v ‘

Thence South 46 degrees 41 minutes 10 seconds West, 170.77 feet, to a point on the centesiine of Kortsen
Rd; ’ R

Thence South 37 degrees 11 minutes 12 seconds West, 174.15 feet, 10 a point on the centerline of Kortsen
Rd: | | ! :

Thence South 31 degrees 21 minutes 01 seconds West, §87.35 feet, to a point at the conter of the
intersection of Kortsen Rd., and Estanquillo Ave,

 Set an iron post, % inch diameter, 18 inches in the ground set flush with the ground;

Thence North 62 degrees 06 minutes 29 seconds West, 637.15 feet along the conter of Estanqmllo Ave. 1o
‘8 point at the cemer of the intersection of Estanquillo Ave, and Castiflo Dr.

Set an iron post, % inch diameter, 18 inches in the ground, set flush with the ground;

Thence South 23 degrees 42 minutes 40 seconds West, 145.87 feet, to a pomt on the centerline of Castillo
Dr;

Thence South 27 degrees 45 minutes West, 152.99 feet, to a point on the centerline of Castillo Dr.;
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Thence South 33 degrees 04 minutes 44 seconds West, §20. 15 fec't, 10 a point on the centerline of Cashilo
Dr,;

Thence South 38 degrees 10 minutes 58 seconds West, 208.87 feet, to & point on the centerline of Castillo
Dr.;

Thence South 44 degrees 50 minutes 04 seconds West, 146,78 feet, to a point at the center of the
intersection of Castillo Dr. and Cochise Dr.

. Set an iron post, ¥% inch in diameter, 18 inches in the ground, sct ﬂush with the ground;

Thence South 42 degrees 59 minutes 38 seconds East, 92,11 fest, to & pomt on the centerline of Cochise
Dl' -

Thence South 39 degrees 27 minutes 53 seconds East, 174.64 feet, to a point on the centerline of Cochise
Dr,;

Thence South 34 degrees 49 minutes 58 seconds East, 116.33 fedt, to & point on the centerline of Cochise
Dr.;

Thence South 30 degees 45 minutes 52 seconds East 119.33 feat, to a point on the centerline of Cochise
Dr -

Thence South 24 degroes 30 minutes 29 seconds East 295.98 feet, to 2 point on the centerline of Cochise
Dr.;

’

Thence South 21 degrees 46 minutes 30 seconds East, 156,81 feet, to a point at the center of the
intersection of Cochise Dr and Finaly Rd;

Setan iron post, % inch diameter, 18 inches in the ground, set flush with the ground;

Thence South 68 degrecs 09 minutes 23 seconds West, 118.50 feet, to a paint on the centerline of Finaly
Rd.;

Thence South 65 degrees 57 minutes 22 seconds West, 216, 74 fect, to a point on the canter[me of Finaly
Rd;

Thence South 61 degrees 49 minutes 45 scconds West, 233:69 feet, 10 a point on the centerline of Finaly
Rd.; ‘

Thence Scuth 59 degrees 35 minutes 05 seconds West, 99.97 feet. toa point at the center of the
intersection of Finaly Rd and Fiesta Dr.; :

Set an jron post, % inch diameter, 18 inches in the ground, set flush with the ground;
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Thence North 34 degrees 47 minutes 25 seconds WcsL 78,57 feet, to a point on the centerline of Fiesta
Dr.; .

Thence South 45 degrees 09 minutes 29 secands West, 81 .02 feet to the center of Section 17 an iron post,
%e inch dinmeter, 18 inchos in the ground, set flush
with the gronnd,;

Together with any portions of any lots owned by Grantor herein in the Desert Carmel Subdivisions
situated in the Northeast quarter of said Section {7 which extend into ths Northwest quarter of Section 17;

Less and excepting from Parcel 25 abovc' all the following:

A. Candlestick Drive as dedicated on plat of Desert Carmel Section “N", per plat recorded in Book 14 of
Maps, page 11, records of Pinal County, Arlzons;

B. Lot 427, Desort Carmel Section “F”, per plat recorded in Book 15 of Maps, page 4, records of Pinal
County, Arizona; and

C. Lots 163, 194, 240, 247, 362, 395 and 427, Desert Carmel Section “N”, per plat recorded in Book 14
of Maps and piats at page 11, records of Pinal County, Arizona; and

Excepting strezts, alleys, drainage ways abutting said excepted lots.

. Parcel No. 26:

Section |18, Township 6 South, Range 5 East of the Gila and Sait River Base and Meridian, Pinal County,
Arizona.

Parcel No. 27: . ' -

Section 19, T ownship 6 South, Range 5 East of the Gila and Salt River Base and Meridian, Pinal County,
Arizons;

Except the East half of Lot 4; and also
Except the East half of the Southwest quarter of the Southesst quarter; and ajso

Except the Southeast quarter of the Southeast quarter; and also

Except all minerals and mining rights as reserved in Warranty Deed recorded in Docket 926, page 805,

Parcel No. 28:
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The Northeast quarter and Lots 1 and 2 and the East half of the Northwest quarter of Section 30,
Township 6 South, Range 5 East of the Gila and Salt Rrvcr Base and Meridian, Pinal County, Ar;zona,

Except the North half of the Northerst quarter of the Nor;heast quarter; and also
Except the North half of the South half of the Northeast quarter of the Northeast duarter; and
Excopt roadway as granted in Deed recorded in Book 49 of Deeds, pagés 216 and 283,

PARCEL NO. 29:

Lots 503.and 595, Section F, DESERT CARMEL, sccording to Book 15 of Ma;ps, page 4, records of
Pinat County, Arizona. » N

PARCEL NO. 30:

Lots 139 and 247, Section N, DESERT CARMEL, according to Book 14 of Maps, page 11, n:oords of
Pinal County, Arizona.

PARCEL NO. 31:

Lots 743, 1150, 1151, 1152, 1153, 1154 and 1322, Section R, DESERT CARMEL, eccording to Book 14
of Maps, page 33, records of Pinal County, Artzona.

PARCEL NO. 32:

Lots 16, 119 and 142, Section T, DESERT CARMEL, according to Book 13 of Maps, page 59, records of
Pinsl County, Arizona.

PARCEL NO. 33:

Lots 196, 207, 232, 244 and 249, Section T, DESERT CARMEL, accordmg to Book 13 of Maps, page
70, records of Pinal County, Arizona

PARCEL NO. 34:

Lots 349, 530, 547, 603 and 611 Seotion T, DESERT CARMEL according to Book 14 of Maps, page
15, wcords of Pinal County, Arlzona
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Exhibit “B”
PARCEL ONE:

Lots 2, 3, 4, 27, 28, 40, 62, 65, 83, 84, 97, 104, 129, 151, 152, 154, 156, 157, 170 and
171, of Desert Carmel Section “T” Lots 1 thyough 172, according to the plat of record in
the office of the County Recorder of Pinal County, Arizona, in Book 13 of Maps, Page
59.

PARCEL TWO:

Lots 250, 292, 329, and 332 of Desert Carmel Section “T™ Lots 173 through 344,
according to the plat of record in the office of the County Recorder of Pinal County,
Arizona, in Book 13 of Maps, Page 70.

PARCEL THREE:

Lots 401, 416, 428, 437, 438, 642, 648, and 659, of Desert Carmel Section “T” Lots 345
through 685, according to the plat of record in the office of the County Recorder of Pinal
County, Arizona, in Book 14 of Maps, Page 15.

PARCEL FOUR:
Lots 194, 240, 395, and 427, of Desert Carmel Section “N” Lots 1 through 469,
according to the plat of record in the office of the County Recorder of Pinal County,

Arizona, in Book 14 of Maps, Page 11.

PARCEL FIVE:

Lots 79, 427, 502, 506, 592 and 596, of Desert Carmel Section “F” Lots 1 through 1226;
Blocks 1 through 6, according to the plat of record in the office of the County Recorder
of Pinal County, Arizona, in Book 15 of Maps, Page 4.




PARCEL I: - -

That portion of Section 13, Township 6 South, Range 4 East, Gila and Salt River Base and Meridian,
Pinal County, Arizona, described as follows:

Commencing at the North quarter corner of said Section 13, said point being a %4” sebar tagged “1.S 4395°
froin which the Northeast closing comer of Section 13 bears North 89°59°50” seconds West, 2556.35
fect, said point boing a 2 brass cap on a 2" galvanized pipe marked “LS 4399 C.C. 1978

Thence along the West line of the Northeast quarter of said Section l3 South 00°10°45” East, 240.00 feet
to the TRUE POINT OF BEGINNING;

Thence parailel with and 240.00 fest South of the North line of the Northeast quarter of said Section 13,

South 89°59'50" East, 1499.75 feet to a %4” rebar tagged “RLS 35545™ for the Northeast cormer of this
parcel;

Thence South 00°00°18™ West, 1610.00 feet 1o a 14” rebar tagged “RLS 35545” for the Southeast comer
of this parcel;

Thence North 89°59° 50 West, 2299.75 fect to a 14" rebar tagged “RLS 355457 for the Southwest comer
of this parcef;

Thence North 80°00°10™ East, 1610 feet to a 4™ rebar tagged “RLS 35545” for the Northwest comer of
this parcel;

Thence South 89°59”50” East, 800.00 feet to the TRUE POINT OF BEGINNING.




EXHIBIT C

CC&N OF FRANCISCO GRANDE UTILITIES COMPANY
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EXHIBIT D

CC&N OF CP WATER COMPANY
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EXHIBITE

CC&N OF ARIZONA WATER COMPANY




— t —
e ek . 2
'} 77 ©
.. l 0y, =8
2o, SI€
' l\,«?@
i P&
LY @ ® A3 o
é\o{ '-6*-- = <’,\\d* A 8'9‘
& B E4 s {94
l 5
. — — .
- . e = R .
I J
[ ] o “4 ©
- . -—-; & & "

L
%,
‘e
%,

I
Kortsen Road K

%
%
v’ M

3

é’(\o‘ »
&£ = & '
x

Ciayton Ra_at_i " Coftonwood Road

ke, S P

I

»
r , N n - it ?
- R R & - = p
& 2 & &
-‘% 6‘(}\ Q>)‘ ro"‘é\ g o;"{}\ & -,"'6\
<3 = Q @
4 © o £
= 2 z g
j oy
— g - Q ~8 g =] —g DR S
= Tio = [e R}
[ S = =i
LCQ@RCJS
D Legend

Casa Grande, Arizona

Ethb] t E — N mee— " — Legéﬁd_s Boundar;

AZ Water CO. CC & N MY e o,

XYY Scale: 1" =4000
North CMX




EXHIBIT F

MAP OF WATER SYSTEM DEPICTING TRANSMISSION MAINS
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EXHIBIT G

MAP OF WASTEWATER SYSTEM DEPICTING COLLECTION MAINS
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EXHIBITH

MAP OF RECLAIMED WATER DISTRIBUTION LINES AND STORAGE RESERVOIRS
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EXHIBIT|

PHASE TUTILITY WATER AND WASTEWATER INFRASTRUCTURE
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EXHIBIT J

DESCRIPTION OF UTILITY SERVICES TO BE COORDINATED BY COORDINATOR

Water Utilities

- Expand the existing CC&N water service area to include the Land and any Out Parcels

- Prepare 2 master water plan with respect to the Land and any Out Parcels

- Confirm and or develop sufficient water plant and well source capacity for the Land and
any Out Parcels ‘

- Extend a water distribution main lines in accordance with Master Water Plan

- Provide will-serve letters to applicable governmental agencies necessary for final plat
approvals with a schedule of commitment dates personalized for the Land and any Out
Parcels
Obtain a 100-year assured water supply and Certificate of Designation required for final
plat approvals and Department of Real Estate approvals
Provide expedited final subdivision plat water improvement plan check and coordination
with the Arizona Department of Environmental Quality for Approvals to Construct

- Obtain/Develop facilities extension agreement for construction of infrastructure within
the Land and any Out Parcels (subject to reimbursement)

Wastewater Utilities

Expand the existing CC&N wastewater service area to include the Land and any Out
Parcels

- Prepare a master wastewater plan with respect to the Land and any Out Parcels
Develop a master reclaimed water treatment, retention, and distribution plan including
interim well water supply for lake storage facilities
Confirm and or develop sufficient wastewater plant capacity for the Land and any Out
Parcels
Extend a wastewater collection system main line in accordance with Master Wastewater
Plan
Design, permit and construct a 1ift station within the Land or any Out Parcels, if required

. Bxtend a reclaimed water line to a water storage facility within the Land and any Out
Parcels
Provide all permitting and regulatory approvals including but not limited to an Aquifer
Protection Permit and Central Arizona Association of Governments (CAAG) 208 Water
Quality Plan as necessary
Provide will-serve letters to applicable governmental agencies necessary for final plat
approvals with a schedule of commitment dates personalized for the Land and any Out
Parcels
Provide expedited final subdivision plat wastewater improvement plan check and
coordination with the Arizona Department of Environmental Quality for Approvals to
Construct
Obtain/Develop facilities extension agreement for construction of infrastructure within
the Land and any Out Parcels (subject to reimbursement)




EXHIBIT K

WATER FACILITIES EXTENSION AGREEMENT

This Agreement 1s made this day of , 2007 by and between
(“Cormpany™), and , an (“Developer™).
RECITALS:
A. Developer desires that water utility service be extended to and for its real estate
development located in Parcel of consisting of ___ (single family,

multifamily, or commercial) lots, in the City of Casa Grande, Arizona (the “Development™). A
legal description for the Development is attached hereto as Exhibit A and incorporated herein by

this reference. The Development is located within Company's Certificate of Convenience and
Necessity (“CC&N”).

B. Company is a public service corporation as defined in Article XV, Section 2 of
the Arizona Constitution which owns and operates water utility facilities and holds a CC&N
from the Commission granting Company the exclusive right to provide water utility service
within portions of Pinal County, Arizona.

C. Subject to the terms and conditions set forth hereinafter, Developer is willing to
construct and install facilities within the Development necessary to extend water utility service to
and within the Development, which facilities shall connect to the Company’s system as generally
shown on the map attached hereto as Exhibit B. Company is willing to provide water utility
service to the Development in accordance with relevant law, including the rules and regulations
of the Commission on the condition that Developer fully and timely perform the obligations and
satisfy the conditions and requirements set forth below.

COVENANTS AND AGREEMENTS:

NOW, THEREFORE, in consideration of the following covenants and agreements, and
other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the Parties hereby agree as follows:

1. Construction of Facilities. Developer agrees fo construct and install water
distribution mains and pipelines, valves, hydrants, fittings, service lines and all other related
facilities and improvements necessary to provide water utibity service to each lot or building
within the Development as more particularly described in Exhibit C attached hereto and
incorporated herein by this reference (referred to hereinafier as the “Facilities™). The Facilities
shall connect to the Company’s system at the point shown on the approved plans as generally
depicted on the map attached hereto as Exhibit B and shall be designed and constructed within
the Development in a manner which allows the provision of safe and reliable water utility service
to each lot therein. Subject to the terms and conditions set forth herein (including, without
limitation, Company's rights of plan review and approval and inspection of final construction),
Developer shall be responsible for all construction activities associated with the Facilities, and
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Developer shall be liable for and pay when due all costs, expenses, claims and liabilities
associated with the construction and installation of the Facilities.

2. Construction Standards and Requirements. The Facilities shall meet and
comply with Company's standards and specifications, and all engineering plans and
specifications for the Facilities shall be approved by Company and its engineers (“Company’s
Engineer”), prior to the commencement of construction. Company and Company’s Engineer shall
review the plans and specifications and shall provide any requirements or comments as soon as
practicable. Developer shall require that its contractor be bound by and conform to the plans and
specifications for the Facilities as finally approved by Company. The construction and
instatiation of the Facilities shall be in conformance with the applicable regulations of the
Anizona Department of Environmental Quality (“ADEQ”), the Commission, and any other
governmental authority having jurisdiction thereover.

3. Right of Inspection; Corrective Action. Company shall have the right to have
Company's Engineer inspect and test the Facilities at reasonable times during the course of
construction as necessary to ensure conformance with plans and specifications. If at any time
before the final acceptance by Company of the Facilities any construction, materials or
workmanship are found to be defective or deficient in any way, or the Facilities fail to conform
to this Agreement, then Company may rcject such defective or deficient construction, materials
and/or workmanship and require Developer to fully pay for all necessary coirective construction
efforts (“Corrective Action”). Company reserves the right to withhold approval and to forbid
connection of any defective portion of the Facilities to Company’s system unless and until the
Facilities have been constructed in accordance with plans and specifications and all applicable
regulatory requirements. Further, Developer shall promptly undertake any Corrective Action
required to remedy such defects and deficiencies in construction, materials and workmanship
upon receipt of notice by Company. The foregoing notwithstanding, Company shall not
unreasonably withhold or delay acceptance of the Facilities.

4. Transfer of Ownership. Upon completion and approval of the as-built Facilities
by Company and any other governmental authority whose approval is required, Developer shall
transfer all right, title and interest in the Facilities to Company via a bill of sale in a form
satisfactory to Company. Thereafter, Company shall be the sole owner of the Facilities and be
responsible for their operation, maintenance and repair. Company’s ownership and responsibility
shall include all distribution mains and/or related appurtenances within the Development up to
the point of connection to the service line of each customer receiving service. Maintenance and
repair of each service line, which lines are not part of the Facilities, shall be Developer’s, the
Development’s or each individual customers’ responsibility. All work performed by or on behalf
of Developer shall be warranted by Developer for one year from the date of transfer of the
Facilities to Company against defects in materials and workmanship. Developer shall also
covenant, at the time of transfer, that the Facilities are free and clear of all liens and
encumbrances, and unless the time period for filing lien claims has expired, shall provide
evidence in the form of lien waivers that all claims of contractors, subcontractors, mechanics and
materialmen have been paid and satisfied.

3. Final As-Built Drawings and Accounting of Construction Costs. Immediate_:ly
following completion and approval of the Facilities, Developer shall provide Company with
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three sets of as-built drawings and specifications for the Facilities and a reproducible copy of
such drawings. Developer shall also provide an accounting of the cost of constructing and
installing the Facilities, which amount shall be refundable in accordance with paragraph 8,

below. Company shall have no obligation to furnish service to the Development or to accept the
transter of the Facilities until Developer has complied with this paragraph.

6. Easements. Developer shall be responsible for obtaining all necessary easements
and rights-of-way for the construction and installation, and subsequent operation, maintenance
and repair of the Facilities. Such easements and rights-of-way shall be of adequate size, location,
and configuration so as to allow Company ready access to the Facilities for maintenance and
repairs and other activities necessary to provide safe and reliable water utility service. Such
easements and rights-of-way shall be provided to Company by Developer at the same time as
Developer transfers ownership of the Facilities pursuant to paragraph 4, above. At the time of
transfer, all easements and rights-of-way shall be free of physical encroachments, encumbrances

or other obstacles. Company shall have no responsibility to obtain or secure on Developer's
behalf any such casements or rights-of-way.

7. Reimbursement for Engineering and Other Fees and Expenses. Developer
shall also reimburse Company for the costs, expenses and fees, inchuding legal fees and costs that
are incurred by Company for preparation of this Agreement, for reviewing and approving the
plans and specifications for the Facilities to be constructed by Developer, for inspecting the
Facilities during construction and other supervisory activities undertaken by Company, for
obtaining any necessary approvals from governmental authorities (collectively the
“Administrative Costs”). For such purpose, at the time of the signing of this Agreement, the
Developer will pay an advance to the Company of Seven Thousand Five Hundred Dollars
(8$7,500). Developer shall provide additional advances to Company, as may be requested by
Company in writing from time-to-time, to reimburse Company for any additional Administrative
Costs it incurs. All amounts paid to Company pursuant to this provision shall constitute advances
in aid of construction and be subject to refund pursuant to paragraph 8, below.

8. Refunds of Advances. Company shall refund annually to Developer an amount
equal to seven percent (7%) of the gross annual revenues received by Company from the
provision of water utility service to each bona fide customer within the Development. Such
refunds shall be paid by Company on or before the first day of August, commencing in the fourth
calendar year following the calendar vear in which title to the Facilities is transferred to and
accepted by Company and continuing thereafter in each succeeding calendar year for a total of
twenty-two (22) years. No interest shall accrue or be payable on the amounts to be refunded
hereunder, and any unpaid balance remaining at the end of such twenty-two year period shall be
non-refundable. In no event shall the total amount of the refunds paid by Company hercunder
exceed the total amount of all advances made by Developer hereunder. For the purposes of this
provision, the total amount of Developer’s advances shall be equal to Developer’s actual cost of
constructing the Facilities, less the costs of any corrective action as defined in paragraph 3
above, the costs of curing any defects arising during the warranty period, as provided herein, and
the costs of any unreasonable overtime incurred in the construction of the Facilities, above, and
the amounts paid by Developer to Company for Administrative Costs pursuant to paragraph 7,
above.
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9, Company’s Obligation to Serve. Subject to the condition that Developer fully
perform its obligations under this Agreement, Company shall provide water utility service to all
customers within the Development in accordance with Company's tariffs and schedule of rates
and charges for service, the rules and regulations of the Commission and other regulatory
authorities and requirements. However, Company shall have no obligation to accept and operate
the Facilities in the event Developer fails to make any payment provided in this Agreement, fails
to construct and install the Facilities in accordance with Company’s standards and specifications
and in accordance with the applicable rules and regulations of ADEQ, the Commission or any
other governmental authority having jurisdiction thereover, or otherwise fails to comply with the
terms and conditions of this Agreement. Developer acknowledges and understands that Company
will not establish service to any customer within the Development until such time as Company
has accepted the transfer of the Facilities, and all amounts that Developer is required to pay
Company hereunder have in fact been paid. The foregoing notwithstanding, the Company shall
not terminate service to any customer within the Development to whom service has been

properly established as a consequence of any subsequent breach or nonperformance by
Developer hereunder.

10.  Liability for Income Taxes. In the event it is determined that all or any portion
of Developer’s advances in aid of construction hereunder constituted taxable income to
Company as of the date of this Agreement or at the time Company actually receives such
advances hereunder, Developer will advance funds to Company equal to the income taxes
resulting from Developer's advance hereunder. These funds shall be paid to Company within
twenty (20) days following notification to Developer that a determination has been made that any
such advances constitute taxable income, whether by virtue of any determination or notification
by a govemmental authority, amendment to the Internal Revenue Ceode, any regulation
promulgated by the Internal Revenue Service, or similar change to any statute, rule or regulation
relating to this matter. Such notification shall include documentation reasonably necessary to
substantiate the Company's liability for income taxes resulting from the Developer’s advances in
aid of construction under this Agreement. In the event that additional funds are paid by
Developer under this paragraph, such funds shall also constitute advances in aid of construction.
In addition, Developer shall indemnify and hold Company harmiess for, from and against any tax
related interest, fines and penalties assessed against Company and other costs and expenses
incurred by Company as a consequence of late payment by Developer of amounts described
above.

11.  Notice. All notices and other written communications reguired hereunder shall be
sent to the Parties as follows:

COMPANY:

Global Water

Attn: Cindy M. Liles, Sentor Vice President
21410 N. 19th Avenue

Suite 201

Phoenix, Arizona 85027
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DEVELOPER:

Each Party shall advise the other Party in writing of any change in the manner in which
notice is to be provided hereunder.

12. Governing Law. This Agreement, and all rights and obligations hereunder, shall
be subject to and governed by the rules and regulations of the Commission relating to domestic
water utilities and generally shall be governed by and construed in accordance with the laws of
the State of Arizona. Developer understands and acknowledges that Company's rates and
charges, and other terms and conditions applicable to its provision of utility service, may be
modified from time-to-time by order of the Commission. Company shall provide Developer with
copies of such orders that may affect Developer’s rights and obligations hereunder.

13, Time is of the Essence, Time is and shall be of the essence of this Agreement.

14. Indemnification: Risk of Loss. Developer shall indemnify and hold Company
harmless for, from and against any and all claims, demands and other liabilities and expenses
(including attorneys' fees and other costs of litigation) arising out of or otherwise relating to
Developer's failure to comply with any of the terms and conditions contained herein, including
{without limitation) Company's refusal to serve any unit within the Development based on
Developer’s failure to pay all amounts required hereunder in a timely manner. Developer’s duty
to indemnify Company shall extend to all construction activities undeitaken by Developer, its
contractors, subcontractors, agents, and employees hereunder.

15. Successors and Assigns. This Agreement may be assigned by either of the
Parties provided that the assignee agrees in writing to be bound by and fully perform all of the
assignor’s duties and obligations hereunder. This Agreement and all terms and conditions

contained herecin shall be binding upon and shall inure to the benefit of the successors and
assigns of the Parties.

16. Dispute Resolution. The Parties hereto agree that cach will use best efforts to

resolve, through negotiation, disputes arising hereunder without resorting to mediation,
arbitration or litigation.

17.  Intepration: One Agreement. This Agreement supersedes all prior agreements,
contracts, representations and understandings concerning its subject matter, whether written or
oral.

18.  Attorneys’ Fees. The prevailing Party in any litigation or other proceeding
concerning or related to this Agreement, or the enforcement thereof, shall be entitied to recover
its costs and reasonable attorneys’ fees.



19, Authority to Perform. Company represents and warrants to Developer that
Company has the right, power and authority to enter into and fully perform this Agreement.
Developer represents and warrants to Company that Developer has the right, power and authority
to enter into and fully perform this Agreement.

DEVELOPER: COMPANY:
By = By '
Its Cindy Liles
Its: Senior Vice President

=)




EXHIBIT “A”
Legal Description
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EXHIBIT “A”
Legal Description
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EXHIBIT “B”
Point(s) of Connection
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EXHIBIT “C”»
‘Water Facilities Budget
(Required to be completed by Developer prior to execution of agreement)

Item QTY UNIT UNIT$ TOTALS
8” C-900, Class 150 Water Main LF
8" Valve Box & Cover Fire Hydrant, Complete EA
3/4” Double Water Service EA
3/4” Single Water Service EA
1 1/2° Landscape service EA
2” Landscape service EA
1” Landscape service EA
Subtotal

Sales Tax

Total

[N~




EXHIBIT L

WASTEWATER FACILITIES EXTENSION AGREEMENT

This Agreement is made this day of , 2007 by and between
(“Company™), , an (“Developer™).
RECITALS:
D. Developer desires that wastewater utility service be extended to and for its real'
estate development located in Parcel of consisting of (single family,

multi-family or commercial) lots, in the City of Casa Grande, Arizona (the “Development”). A
legal description for the Development is attached hereto as Exhibit A and incorporated herein by

this reference. The Development is located within Company's Certificate of Convenience and
Necessity (“CC&N").

E. Company is a public service corporation as defined in Article XV, Section 2 of
the Arizona Constitution which owns and operates a sewage treatment plant and collection
system and holds a CC&N from the Conunission granting Company the exclusive right to
provide wastewater utility service within portions of Pinal County, Arizona.

F. Developer is willing to construct and install facilities within the Development
necessary to extend wastewater utility service to and within the Development which facilities
shall connect to the Company’s system as generally shown on the map attached hereto as Exhibit
B. Company is willing to provide wastewater utility service to the Development in accordance
with relevant law, including the rules and regulations of the Commission on the condition that
Developer fully and timely perform the obligations and satisfy the conditions and requirements
set forth below.

COVENANTS AND AGREEMENTS:

NOW, THEREFORE, in consideration of the following covenants and agreements, and
other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the Parties hereby agree as follows:

1. Construction of Facilities. Developer agrees to construct and install sewage
collection mains, manholes and/or such other facilities and improvements necessary to provide
wastewater utility service to each lot or building within the Development as more particularly
described in Exhibit C attached hereto and incorporated hercin by this reference (referred to
hereinafter as the “Facilities”). The Facilities shall connect to the Company's system at the point
shown on the approved plans as generally depicted on the map attached hereto as Exhibit B, and
shall be designed and constructed within the Development in a manner which allows the
provision of safe and reliable wastewater utility service to each lot therein. Subject to the texms
and conditions set forth herein (including, without limitation, Company’s rights of plan review
and approval and inspection of final construction), Developer shall be responsible for all
construction activities associated with the Facilities, and Developer shall be liable for and pay
when due all costs, expenses, claims and liabilities associated with the construction and
instaliation of the Facilities.




2. Construction Standards and Requirements. The Facilities shall meet and
comply with Company’s standards and specifications, and all engineering plans and
specifications for the Facilities shall be approved by Company and its engineers (“Company’s
Engineer”) prior to the commencement of construction. Company and Company’s Engineer shall
~review the plans and specifications and shall provide any requirements or comments as soon as

practicable. Developer shall require that its contractor be bound by and conform to the plans and
specifications for the Facilities as finally approved by Company. The construction and
installation of the Facilities shall be in conformance with the applicable regulations of the
Arizona Department of Environmental Quality (“ADEQ”), the Commission, and any other
governinental authority having jurisdiction thereover.

3. Right of Inspection; Corrective Action. Company shall have the right to have
Company’s Engineer inspect and test the Facilities at reasonable times during the course of
construction as necessary to ensure conformance with plans and specifications. If at any time
before the final acceptance by Company of the Facilities any construction, materials or
workmanship are found to be defective or deficient in any way, or the Facilities fail to conform
to this Agreement, then Company may reject such defective or deficient construction, materials
and/or workmanship and require Developer to fully pay for all necessary corrective construction
efforts (“Corrective Action”). Company reserves the right to withhold approval and to forbid
connection of any defective portion of the Facilities to Company’s system unless and until the
Facilities have been constructed in accordance with plans and specifications and all applicable
regulatory requirements. Further, Developer shall promptly undertake any Corrective Action
required to remedy such defects and deficiencies in construction, materials and workmanship
upon receipt of notice by Company. The foregoing notwithstanding, Company shall not
unreasonably withhold or delay acceptance of the Facilities.

4. Transfer of Ownership. Upon completion and approval of the as-built Facilities
by Company and any other governmental authority whose approval is required, Developer shall
transfer all right, title and interest in the Facilities to Company via a bill of sale in a form
satisfactory to Company. Company, in its sole discretion, may require Developer to conduct a
video inspection of any of the Facilities prior to final approval and acceptance to ensure that no
breaks or similar defects exist. Thereafter, Company shall be the sole owner of the Facilities and
be responsible for their operation, maintenance and repair. Company's ownership and
responsibility shall include all pumping stations, manholes, collection and transmission mains
and/or related appurtenances within the Development up to the point of connection of the
wastewater line of each customer receiving service to the collection main. Maintenance and
repair of each wastewater service line, which lines are not part of the Facilities, shall be
Developer’s, the Development’s or each individual customers’ responsibility. All work
performed by or on behalf of Developer shall be warranted by Developer for one year from the
date of transfer of the Facilities to Company against defects in materials and workmanship.
Developer shall also covenant, at the time of transfer, that the Facilities are free and clear of all
liens and encumbrances, and unless the time period for filing lien claims has expired, shall
provide evidence in the form of lien waivers that all claims of contractors, subcontractors,
mechanics and materialmen have been paid and satisfied.

5. Final As-Built Drawings and Accounting of Construction Costs. Iminediately
following completion and approval of the Facilities, Developer shall provide Company with




three sets of as-built drawings and specifications for the Facilities and a reproducible copy of
such drawings. Developer shall also provide an accounting of the cost of constructing and
installing the Facilities, which amount shall be refundable in accordance with paragraph 8,
below. Company shall have no obligation to furnish service to the Development or to accept the
transfer of the Facilities until Developer has complied with this paragraph.

6. Easements. Developer shall be responsible for obtaining all necessary easements
and rights-of-way for the construction and installation, and subsequent operation, maintenance
and repair of the Facilities. Such easements and rights-of-way shall be of adequate size, location,
and configuration so as to allow Company ready access to the Facilities for maintenance and
repairs and other activities necessary to provide safe and reliable wastewater utility service.
Evidence of such easements and rights-of-way shall be provided to Company by Developer at
the same time as Developer transfers ownership of the Facilities pursuant to paragraph 4, above.
At the time of transfer, all easements and rights-of-way shall be free of physical encroachments,
encumbrances or other obstacles, Company shall have no responsibility to obtain or secure on
Developer's behalf any such easements or rights-of-way.

7. Reimbursement for Engineering and OQther Fees and Expenses. Developer
shall also reimburse Company for the costs, expenses and fees, mcluding legal fees and costs that
are incurred by Company for preparation of this Agreement, for reviewing and approving the
plans and specifications for the Facilities to be constructed by Developer, for inspecting the
Facilities during construction and other supervisory activities undertaken by Company, for
obtaining any necessary approvals from governmental authorities (collectively the
“Administrative Costs”). For such purpose, at the time of the signing of this Agreement, the
Developer will pay an advance to the Company of Seven Thousand Five Hundred Dollars
($7,500). Developer shall provide additional advances to Company, as may be requested by
Company in writing from time-to-time, to reimburse Company for any additional Administrative
Costs it incurs. All amounts paid to Company pursuant to this provision shall constitute advances
in aid of construction and be subject to refund pursuant to paragraph 8, below.

8. Refunds of Advances. Company shall refund annually to Developer an amount
equal to two and one-half percent (2.5%) of the gross annual revenues received by Company
from the provision of wastewater utility service to each bona fide customer within the
Development., Such refunds shall be paid by Company on or before the first day of August,
commencing in the fourth calendar year following the calendar year in which title to the
Facilities is transferred to and accepted by Company and continuing thereafter in each
succeeding calendar year for a total of twenty-two (22) years. No interest shall accrue or be
payable on the amounts to be refunded hereunder, and any unpaid balance remaining at the end
of such twenty-two year period shall be non-refundable. In no event shall the total amount of the
refunds paid by Company hereunder exceed the total amount of all advances made by Developer
hereunder. For the purposes of this provision, the total amount of Developer’s advances shall be
equal to Developer’s actual cost of constructing the Facilities, less the costs of any corrective
action as defined in paragraph 3 above, the costs of curing any defects arising during the
warranty period, as provided herein, and the costs of any unreasonable overtime incurred in the
construction of the Facilities, above, and the amounts paid by Developer to Company for
Administrative Costs pursuant to paragraph 7, above.



9. Company’s Obligation to Serve. Subject to the condition that Developer fully
perform its obligations under this Agreement, Company shall provide wastewater utility service
to all customers within the Development in accordance with Company's tariffs and schedule of
rates and charges for service, the rules and regulations of the Commission and other regulatory
authorities and requirements. However, Company shall have no obligation to accept and operate
the Facilities in the event Developer fails to make any payment provided in this Agreement, fails
to construct and install the Facilities in accordance with Company’s standards and specifications
and in accordance with the applicable rules and regulations of ADEQ, the Commission or any
other governmental authority having jurisdiction thereover, or otherwise fails to comply with the
terms and conditions of this Agreement. Developer acknowledges and understands that Company
will not establish service to any customer within the Development until such time as Company
has accepted the transfer of the Facilities, and all amounts that Developer is required to pay
Company hereunder have in fact been paid. The foregoing notwithstanding, the Company shall
not terminate service to any customer within the Development to whom service has been

properly established as a consequence of any subsequent breach or nonperformance by
Developer hereunder.

10. Liability for Income Taxes. In the event it is determined that all or any portion
of Developer’s advances in aid of construction hereunder constituted taxable income to
Company as of the date of this Agreement or at the time Company actually receives such
advances hereunder, Developer will advance funds to Company equal to the income taxes
resulting from Developer’s advance hereunder. These funds shall be paid to Company within
twenty (20) days following notification to Developer that a determination has been made that any
such advances constitute taxable income, whether by virtue of any determination or notification
by a governmental authority, amendment to the Internal Revenue Code, any regulation
promulgated by the Internal Revenue Service, or similar change to any statute, rule or regulation
relating to this matter. Such notification shall include documentation reasonably necessary to
substantiate the Company's liability for income taxes resulting from the Developer’s advances in
aid of consiruction under this Agreement. In the event that additional funds are paid by
Developer under this paragraph, such funds shall also constitute advances in aid of construction.
In addition, Developer shall indemnify and hold Company harmless for, from and against any tax
related interest, fines and penalties assessed against Company and other costs and expenses
incurred by Company as a consequence of late payment by Developer of amounts described
above.

11. Notice. All notices and other written communications required hereunder shall be
sent to the Parties as follows:

COMPANY:

Global Water

Attn: Cindy M. Liles, Vice President
21410 N. 19th Avenue

Suite 201

Phoenix, Arizona 85027




DEVELOPER:

Each Party shall advise the other Party in writing of any change in the manner in which
notice is to be provided hereunder.

12. Governing L.aw. This Agreement, and all rights and obligations hereunder, shall
be subject to and governed by the rules and regulations of the Commission relating to domestic
wastewater utilities and generally shall be governed by and construed in accordance with the
faws of the State of Arizona. Developer understands and acknowledges that Company's rates and
charges, and other terms and conditions applicable to its provision of utility service, may be
modified from time-to-time by order of the Commission. Company shall provide Developer with
copies of such orders that may affect Developer's rights and obligations hereunder.

13. Time is of the Essence. Time is and shall be of the essence of this Agreement.

14. Indemnification: Risk of I,0ss. Developer shall indemnify and hold Company
harmless for, from and against any and all claims, demands and other liabilities and expenses
(including attorneys' fees and other costs of litigation) arising out of or otherwise relating to
Developer’s failure to comply with any of the terms and conditions contained herein, including
(without limitation) Company's refusal to serve any unit within the Development based on
Developer's failure to pay all amounts required hereunder in a timely manner. Developer’s duty
to indemnify Company shall extend to all construction activities undertaken by Developer, its
contractors, subcontractors, agents, and employees hereunder.

15. Successors and Assigns. This Agreement may be assigned by either of the
Parties provided that the assignee agrees in writing to be bound by and fully perform all of the
assignor’s duties and obligations hereunder. This Agrecment and all terms and conditions
contained herein shall be binding upon and shall inure to the benefit of the successors and
assigns of the Parties.

16.  Dispute Resolution. The Parties hereto agree that each will use best efforls to
resolve, through negotiation, disputes arising hereunder without resorting to mediation,
arbitration or litigation.

17. Integration: One Agreement. This Agreement supersedes all prior agreements,

confracts, representations and understandings concerning its subject matter, whether written or -
oral. '

18. Attorneys’ Fees. The prevailing Party in any litigation or other proceeding
concerning or related to this Agreement, or the enforcement thereof, shall be entitled to recover
its costs and reasonable attomeys’ fees.




19. Authority to Perform. Company represents and warrants to Developer that
Company has the right, power and authority to enter into and fully perform this Agreement.

Developer represents and warrants to Company that Developer has the right, power and
authority to enter into and fully perform this Agreement.

DEVELOPER: COMPANY:
By By
Iis v Cindy M. Liles

Its: Senior Vice President




EXHIBIT “A”»
Legal Description



EXHIBIT “B”
Point(s) of Connection



EXHIBIT «“C”
Wastewater Facilities Budget
(Required to be completed by Developer prior to execution of agreement)

Item QOTY UNIT UNIT 3 TOTAL $
8” SDR 35 Sewer Main LF

10” SDR 35 Sewer Main LE

4’ Manhole EA Sewer Cleanout EA

4” Sewer Service EA

Subtotal

Sales Tax

Total




EXHIBIT M

WATER INFRASTRUCTURE SITE




EXHIBIT “A”
LEGAL DESCRIPTION
GLOBAL WATER FACILITY

That portion of the Northwest quarter of Section 23, Township 6 South, Range 4 East of
the Gila and Salt River Meridian, Pinal County, Arizona, described as follows:

COMMENCING at a found 3/4” iron pipe, accepted as the monument for the West
quarter corner of said section from which a found 1/2” rebar with LS tag #25086,
accepted as the monument for the Northwest corner of said section bears North 00
degrees 00 minutes 48 seconds East a distance of 2642.55 feet;

Thence along the west line of the Northwest quarter of said section, North 00 degrees 00
minutes 48 seconds Hast a distance of 415.41 feet;

Thence departing said west line, South 89 degrees 59 minutes 12 seconds East a distance
of 55.00 feet to the proposed east right-of-way line of Russell Road, the POINT OF
BEGINNING;

Thence along said proposed east right-of-way line, North 00 degrees 00 minutes 48
seconds BEast a distance of 1233.31 feet;

Thence departing said east right-of-way line, South 89 degrees 59 minutes 12 seconds East
a distance of 135.00 feet;

Thence South 00 degrees 00 minutes 48 seconds West a distance of 295.00 feet;

Thence South 89 degrees 59 minutes 12 seconds Fast a distance of 295.00 feet;

Thence North 00 degrees 00 minutes 48 seconds East a distance of 295.00 feet;

Thence South 89 degrees 59 minutes 12 seconds East a distance of 915.00 feet;

Thence South 00 degrees 00 minutes 48 secands West 2 distance of 804.76 feet to a point
lying on the northerly limits of the Stanfield VORTAC Restricted Area, said point also
lying on a non-tangent curve, concave southwesterly, the center of which bears South 18
degrees 22 minutes 04 seconds West a distance of 1200.00 feet;

Thence westerly along said northerly limits, along said non-tangent curve through a

central angle of 72 degrees 03 minutes 20 seconds for an arc distance of 1509.13 feet to
the POINT OF BEGINNING.

The above-described parcel contains a computed area of 1,063,075 Square Feet
(24,4048 acres) more or less and is subject to any easements, restrictions, or rights of way
of record or otherwise.

October 18, 2006
UA7100\7128\Exhibits\Legals\GLOBAL WATER rev.doc




Prepared by: CMX L.L.C.
3100 W. Ray Road
Suite 201
Chandler, Arizona 85226
Project No. 7128
Dec. 13, 2006

October 18, 2006
UN7100V7128\Exhibits\Legals\GLOBAL WATER rev.doc
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EXHIBIT N

PHASE I INFRASTRUCTURE CONSTRUCTION SCHEDULE
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INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT

THIS INFRASTRUCTURE COORDINATION, FINANCE AND OPTION
AGREEMENT (this “Agreement”) is entered into as of July {0 , 2006 between Global Water
Resources, LLC, a Delaware limited liability company (“*GWR” and “Cooerdinator”) and Sierra
Negra Ranch, LLC, a Nevada limited liability company (“Landowner”).

RECITALS

A, - Coordinator is engaged in the business of, among other things, acquiring and
consolidating water and wastewater utilities, coordinating the provision of water, wastewéter and
reclaimed water services to landowners through Coordinator's regulated public service
corporation affiliates and providing services or benefits to landowners, such as: (i) developing
master utility plans for services including natural gas, electricity, cable television, Internet,
intranet, and telecommunications; (ii) providing coordination of construction services-for water,
reclaimed water and wastewater treatment facilities; and (iii) providing financing for the
provision of infrastructure in advance of growth. Coordinator’s services to be provided pursuant
to this Agreement shall, however, be provided as set forth hereinafter.

B. Coordinator owns several regulated utilities in the State of Arizona and is in the
process of acquiring West Maricopa Combine, Inc. (“WMC”), an Arizona corporation, the
holding company for five regulated water utilities including Water Utility of Greater Tonopzh,
Inc. (“WUGT"), an Arizona corporation, the result of which is expecied to include serving the
Landowner’s property known as Silver Water Ranch and Silver Springs Ranch (the “Land”) as
more particularly described in Exhibit A to this Agreement. Coordinator intends to coordinate
and facilitate water utility service to the Land through WUGT and any and all of Landowner's
obligations under this Agreement relating to water utility service are contingent on final closing
of the acquisition of WMC and WUGT. Upon such closing and approval, WMC and WUGT

1
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will be wholly owned subsidiaries of Global Water, Inc., a wholly owned subsidiary of GWR.
Coordinator represents and warrants: (1) that the acquisition of WMC and WUGT does not
require approval of the Arizona Corporation Commissioh ("ACC™; (2) that Coordinator has full
power to carry out the transactions provided for in this Agreement; (3) that Coordinator is not a
party to any banlmzptéy or similar proceeding, nor to the best of Coordinator's knowledge, are
there any other matters pending which would adversely affect Coordinator's ability to perform
the services set forth in this Agreement; (4) and that Coordinator has the financial capacity and
experience to oversee and financially guarantee and hereby does guarantee to Landowner that
Coordinator's subsidiaries will have sufficient financial resources to provide the Utility Services
described in this Agreement.

C. Coordinator has formed a wastewater utility referred to as Hassayampa Utility
Company, Inc. (“HUC”) in order to serve the Land and other properties in the area, and has filed
an application with the ACC for issuance of a Certificate of Convenience and Necessity
(“CC&N™) to provide public wastewater utility service in the State of Arizona. HUC's pending
application for issuance of a CC&N pertains to another development and currently is before the
ACC under Docket No SW-20422A-05-0659. HUC is a wholly owned subsidiary of Global
Water, Inc., a wholly owned subsidiary of GWR. Coordinator provides equity and will provide
equity for its subsidiaries” capital construction and improvements.

D. It is Coordinator’s intention in this Agreement to coordinate the provision of
integrated water, wastewater, and reclaimed water plant and services, and those related services,
to the Land. Within thirty (30) days of the closing of the acquisition of WMC and WUGT by
Coordinator, Coordinator shall coordinate and arrange for the filing of CC&N extension
applications by WUGT and HUC as necessary with the ACC to provide water, reclaimed water,
and wastewater service (collectively, “Utility Services”) to the Land as well as other land.
Coordinator shall consult and coordinate with the Landowners regarding such filing. To the best
of Coordinator’s actual knowledge, there are no laws, restrictions or other agreements which may
prevent Coordinator from obtaining all the govemmental authorizations described in this !
Agreement, including the CC&N extension and approvals from the ACC. Coordinator does not
have an agreement with any third party (other than a financing agreement with its lenders) under
which Coordinator or its successors in interest is or could become obligated to (i) sell HUC or

WUGT or any portion thereof to a third party, or (ii) grant, transfer, or dedicate any part of
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HUC’s or WUGT’s assets to a third party. Under this Agreement, Coordinator shall facilitate
and arrange the provision of water, wastewater and reclaimed water services 1o the Land through
WUGT and HUC, and Coordinator shall financially guarantee to Landowner that WUGT and
HUC will have sufficient financial resources to provide water, wastewater and reclaimed water
service to the Land. Landowner's obligations under this Agreement relating to wastewater
service are contingent on HUC obtaining a valid CC&N from the ACC and extending its CC&N
to include the Land, and Coordinator's continuing fihancial guarantees as set forth in this
Agreement. Landowner's obligations under this Agreement relating to water service are
contingent on WUGT obtaining a final order from the ACC extending WUGT's CC&N to
include the Land, and Coordinator's financial guarantees as set forth in this Agreement. Under
this Agreement, Coordinator, WUGT and HUC shall be responsible for any and all engineering,
design, construction, licensing, permitting, payment and financing for and of any and all water,
wastewater, and reclaimed water plant, production, treatment, storage, pumping, and delivery
facilities constructed on or off the Land or on Coordinator’s, WUGT’s or HUC’s properties to
the Delivery Points as defined below (the “Off-Site Facilities”), necessary to provide water,
reclaimed water, and wastewater service to the Land, and shall hold Landowner harmless from
any liens or additional charges on the Land resulting from Coordinator’s, WUGT’s, and HUC’s
provision of services to the Delivery Points as set forth in this Agreement. Under this
Agreement, “Off-Site Facilities” means those water, reclaimed water, and wastewater facilities to
be constructed by Coordinator or its subsidiaries under this Agreement, including all water,
reclaimed water, and wastewater plant, production, treatment, transmission, storage, pumping,
and delivery facilities constructed either off the Land, on the Land (but expressly éxcluding any
delivery systems to the actual end-users on the Land), or on Coordinator’s, WUGT’s or HUC’s
properties to the Delivery Points as further defined and set forth on attached Exhibit H.
Landowner shall not have any additional financial responsibilities for Off-Site Facilities,
including additional charges or hook-up fees intended to reimburse Coordinator, HUC and/or
WUGT for Off-Site Facilities costs, except as set forth in this Agreement.

E. Landowner is the fee simple owner of that certain real property located in
Maricopa County, Arizona, the legal description of which is included on the attached Exhibit A
(the “Land”).

F. To protect Landowner’s long-term investment in the Land and to ensure that the

3




20060939440

Land has access to essential utility services, the Landowner desires to engage Coordinator to
provide various services including arranging and coordinating for the Landowner the provjsion
of water, reclaimed water, and wastewater utility services, and related services, by WUGT and
HUC with respect to the Land pursuant to the terms and conditions hereinafter set forth.
Landowner will work with WUGT and HUC to include the Land in WUGT's and HUC's CC&N
service areas as necessary. Landowner may entitle and sell the land in whole, in part, or in
multiple phases to entities for future development. Through Coordinator, Landowner has
requested water, reclaimed water and wastewater services from WUGT and HUC, and GWR
through WUGT and HUC has, subject to the terms of this Agreement and as otherwise legally
permitted, agreed to provide such services to Landowner, including the financing and
construction of any and all Off-Site Facilities necessary to provide water, reclaimed water and
wastewater services to the Land. Coordinator shall facilitate and arrange for WUGT and HUC to
provide “will serve” letters contemporaneously with the execution of this Agreement in a form
consistent with Exhibit I and shall provide notices of intent to serve as required by governmental
agencies from WUGT and HUC for Landowner. In the event WUGT and HUC do not provide

such will serve letters and notice of intent to serve to Landowner, any amounts paid by

Landowner under this Agreement shall remain in an interest bearing escrow account as set forth
hereinafter until WUGT and HUC provide such will serve letters and notices of intent. If
WUGT and HUC fail to provide such letters and notices within 90 days of the date of this
Agreement, Landowner shall have the right to a refund of any and all monies in such escrow
account, including accrued interest, The Parties acknowledge that all Utility Services will be
provided by WUGT and HUC, and that Coordinator itself does not provide Utility Services.

G. The Parties acknowledge that the approval or extension of WUGT's and HUC's
CC&Ns may not be finalized until such time as the appropriate Arizona Department of Water
‘Resources (“ADWR”), Arizona Department of Environmental Quality (*ADEQ”), Maricopa
County Environmental Services Department (“MCESD™), and Maricopa Association of
Governments (“MAG”) permits and approvals are in place.

H. The parties recognize and acknowledge that this Agreement is a financing,
coordination, and option agreement only as more fully set forth herein. The fees contemplated in
this Agreement represent an approximation of the carrying costs associated with interest and

capitalized interest associated with the financing of infrastructure for the benefit of the

4
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Landowner or its successors until such time as the rates associated from the provision of services
within the areas to be served as contemplated by this agreement generate sufficient revenue to
carfy the ongoing carrying costs for this infrastructure.  Coordinator shall bear the risk that the
approximation of the carmrying costs does not match actual carrying costs, and Landowner shall
not be required to pay any additional amount to Cootrdinator or to others for carrying costs.
Nothing in this Agreement should be construed as a payment of principal, a contribution or
advance to the utilities and will bear no repayment of any kind or nature in the future, unless
otherwise agreed by the Parties, or except as otherwise required in this Agreement.

L The Parties recognize, acknowledge and agree that the wastewater provisions of
this Agreement are contingent upon one twenty (20) acre wastewater treatment site, with an
option for up to 10 additional contiguous acres as described in subsection 3.5, for a Water
Reclamation Faciﬁty (*WRE™), as outlined in the MAG 208 document filed by HUC on May 8,
2006, being deeded to HUC within 60 days of signing this Agreement or as soon thereaftet as is
reasonably possible under applicable Arizona laws. Any change to the site location identified in
the MAG 208 proceedings will require Landowner’s written consent, not to be unreasonably
withheld, and, if required, Coordinator shall seek to obtain an amendment to the MAG 208 Plan.
The Parties also recognize, acknowledge and agree that the water supply obligations of this
Agreement are contingent upon a three (3) acre water treatment plant (“WTP”) site being deeded
to Coordinator or to WUGT within twelve months of the execution of this Agreement or as soon
thereafter as is reasonably possible under applicable Arizona laws, The WTP site can be located
within the open space requirements of Maricopa County. In the event HUC and/or Coordinator
fail to satisfy and/or meet, or more likely than not will not be able to meet, any and all CC&N
conditions or other regulatory requirements, or other conditions and performance requirements
set forth in this Agreement for reclaimed water and/or wastewater services as provided for
herein, the land for the WRF shall revert immediately to Landowner and HUC and/or
Coordinator shall deed such land in fee with no encumbrances to Landowner within 60 days of
such failure. In the event WUGT and/or Coordinator fail to satisfy and/or meet, or more likely
than not will not be able to meet, any and all CC&N conditions or other regulatdry requirements,
or other conditions and performance requirements set forth in this Agreement for water services
as provided for herein, the land for the WTP shall revert immediately to Landowner and WUGT

and/or Coordinator shall deed such land in fee with no encumbrances to Landowner within 60
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days of such failure, In these events, Coordinator shall execute any and all necessary additional
documents to effectuate such reversion to Landowner within ten (10) days of Landowner's
written requeét. The locations of the WRF and WTP must be reasonably approved in writing by
the Landowner, and any changes to the approved locations shall require the Landowner’s
additional written approval and will occur upon Landowner’s reasonable request. The proposed
WRF locations as submitted on the MAG 208 filing are identified on Exhibit H.

J. The Parties recognize, acknowledge and agree that this Agreement is contingent
upon the acquisition of WMC and WUGT by Coordinator or its affiliates. It is forther
recognized, acknowledged and agreed that $500 per EDU of the Landowner Payment described
in subsection 4.1 will be allocated toward the acquisition purchase price of WMC and all its
subsidiaries, |

AGREEMENT

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency
of which are hereby acknowledged, the Parties hereto agree as follows:

8 Obligations of Coordinator. Upon execution of this Agreement, Coordinator shall
use its best efforts to complete thé.ﬁcquisition of WMC and WUGT, and upon such acquisition,

Coordinator shall facilitate, arrange and/or coordinate with WUGT and HUC to provide Utility

Services to Landowner, including without limitation, obtaining any and all necessary permits and
approvals from the ACC, ADWR, ADEQ, MCESD, and MAG for WUGT and HUC lawfully to
provide timely Utility Services to the Land, which will contain approximately 8,622 EDUs. In
return for the payments by Landowner herein, and subject to the terms herein, Coordinator,
through WUGT and HUC, shall construct any and all water, reclaimed water, and wastewater
treatment plant, delivery facilities and lines required by the development plan to the Delivery
Points and to a reclaimed water storage facility within the Land, at locations to be requested by
Coordinator or Landowner consistent with the development master plan and plats, and approved
by Landowner (the “Delivery Points”). Delivery Points have been estimated based on the
current site plan and noted on Exhibit H. Coordinator shall achieve substantial completion of the
WTP and WRF within 18 months of the issuance of the Start Work Notice (“SWN”’) described in
subsection 4.1 below including any and all Off-Site Facilities. Coordinator shall and hereby does
financially guarantee to Landowner that WUGT and HUC shall have sufficient financial
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resources to construct the appropriate water, reclaimed water, and wastewater facilities to
provide water, reclaimed water and wastewater services to the Land for approximately 8,622
EDUs, It is estimated that it may take up to eighteen (18) months to obtain all necessary
permits and/or approvals contemplated by this Agreement. Following satisfaction of the
conditions and regulatory approvals set forth above, Landowner may in its absolute discretion
issue a SWN to Coordinator to commence construction. Upon issuance of such notice,
Coordinator shall commence bidding of construction services. Coordinator shall facilitate the
construction and achieve substantial completion within 18 months from the date of such notice as
referenced below.

2, Coordination with WUGT and HUC., Coordinator shall cooperate with
Landowner as reasonably requested by Landowner and shall arrange and obtain the list of
services on Exhibit D hereto for Landowner to be provided from WUGT and HUC, subject to
obtaining the applicable regulatory approvals. Landowner or any successor to Landowner
desiring the delivery of Utility Services to any portion of the Land from the Delivery Points must
enter into separate Water Facilities Extension and Wastewater Facilities Extension Agreements
(the “Extension Agreements™) with WUGT and HUC respectively, at or prior to the time any
portion of the Land has received final plat approval from Maricopa County (“Plat Approval™)
unless otherwise agreed by the Parties. The Extension Agreements shall not contain any charges
or fees for the cost of Off-Site Facilities or related services provided to the Delivery Points,
including any administrative or oversight charges. To the extent either WUGT or HUC requests
that Landowner contribute or finance additional monies for Off-Site Facilities to provide water,
reclaimed water or wastewater service to the Land, Coordinator hereby acknowledges and agrees
that Landowner shall not be responsible for payment of such additional costs for Off-Site
Facilities to WUGT or HUC. Rather, Coordinator shall be responsible for payment of any and
all such additional costs for Off-Site Facilities as requested by WUGT or HUC or as otherwise
required. At Landowner's option, Landowner may pay WUGT or HUC for such additional costs
for Off-Site Facilities, and Landowner then may offset and deduct any such payments to WUGT
or HUC against any remaining amounts due to Coordinator under this Agreement., Unless
otherwise agreed and negotiated by the Parties, which the Parties agree to do in good faith, the
Extension Agreement shall be in the form attached hereto as Exhibits E and F, subject to the
approval of the ACC. '
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3. Obligations of Landowner. Landowner agrees to cooperate with Coordinator as
reasonably requested by Coordinator and agrees to provide all information and documentation
reasonably available to Landowner about the Land reasonably necessary for Coordinator to
comply with its obligations under this Agreement. The site plan anticipated at the time of this
Agreement for the Land is attached hereto as Exhibit B. Landowner may make changes to the
site plan at Landowner’s discretion (so long as such changes do not materially affect the
obligations of the Parties herein), or the site plan will change consistent with Maricopa County
decisions and requirements, and such changes shall be incorporated into this Agreement when
received by Coordinator.

3.1  Inaddition, Landowner agrees to grant to WUGT and HUC, all reasonably
necessary easements and rights of way on the Land requested by Coordinator and agreed
by Landowner for the construction and installation énd subsequent operation,
maintenance and repair of the Utility Services. As determined and reasonably agreed by
the Parties, such easements and rights of way shall be of adequate size, location and
configuration so as to allow WUGT and HUC, when the Land is developed by
Landowner or its successors, ready and all weather access to all facilities for maintenance

~ and repairs and other activitics reasonably necessary to provide safe and reliable water,
reclaimed water, and wastewater Ultility Services in a timely manner. Landowner is not
required to provide any easements or access to any locations outside of the Land.

3.2  Assured Water Supply Once WUGT has constructed the WTP and has a

pressurized water system inclusive of hydrants on the portion of the Land where

Landowner needs and has requested water, and except as otherwise provided in this
Agreement, the Parties agree that Landowner will pay the ACC Tariff rates for water
provided by WUGT, including construction water. Coordinator shall coordinate and
negotiate with WUGT for a credit or reimbursement to Landowner in an amount equal to
Landowner's reasonable expenditures and reasonable costs to provide any non-
groundwater water resources or Type 2 right to WUGT pursuant to subsection 32.1
below. In order for the credit or reimbursement to occur, WUGT must own or control the
non-groundwater water resource or Type 2 right provided by Landowner. The reclaimed
water Tariff rate shall apply to any water WUGT provides to Landowner for interim uses
on parcels that will use reclaimed water long term, such as golf course watering, lake fill
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and refill, and common area watering. Landowner agrees to not apply for a Certificate of
Assured Water Supply before January 1, 2007 to allow Coordinator the opportunity to
research the option of obtaining an Assured Water Supply Designation.

321 Coordinator is currently planning to have WUGT obtain an Assured Water
Supply Designation (“Designation™) from ADWR to serve WUGT’s service area. This-
subsection 3.2.1 shall apply only if Coordinator or WUGT secure a Designation. As
Landowner at its discretion ceases to utilize the appurtenant grandfathered groundwater
withdrawal rights on the Land or any phase of the Land for which a final plat has not yet
been approved, for farming or raising of stock, and for construction or development
purposes, Landowner will submit an application to ADWR to extinguish the Irrigation
Grandfathered Rights and Type 1 Rights appurtenant to these areas, and will transfer the
extinguishment credits to WUGT in consideration of WUGT’s provision of an assured
~ water supply for the Land. Landowner or its successor may at their discretion retain the
Type 1 Rights appurtenant to a parcel of land to utilize long term in conjunction with
development of hot spring facilities on the Land. To the extent the Irrigation’
Grandfathered Rights, Type 1 Rights, or alternative water supplies provided by
Landowner to WUGT at the time set forth in Section 3.2 and pursuant to this subsection
3.2.1 are insufficient to provide the quantity of water necessary to meet the needs of
certain non-residential uses, including water features, hot spring facilities, turf-related
facility watering, lakes, and golf course uses, Landowner agrees to provide Type 2 rights,
Type 1 rights delivered from other portions of the Land that have not yet received final
Plat Approval, long-term storage credits and/or a recovery well permit, or an acceptable
alternative water supply, that may be used to serve these uses in a manner that is
consistent with ADWR’s consistency with management goal requirements and that, if
applicable, does not result in an increase 1o any replenishment obligation of WUGT
(unless Landowner satisfies such obligation) until the Land is generating enough
teclaimed water for those purposes. Coordinator shall negotiate and coordinate with
WUGT to withdraw and serve such Type 2 water, Type 1 water, stored water or
alternative water to Landowner upon request as sct forth in this Agreement.-
Notwithstanding the provisions in this subsection, Coordinator will indemnify
Landowner for any actions taken by Coordinator or its subsidiaries that demonstrably
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harms Landowner’s pﬂority 1o physically available water below Landowner’s property as
determined in the ADWR's Analysis of Assured Water Supply (“Analysis™) number 28-
401346.0000 dated September 28, 2004. Coordinator’s indemnity shall be limited to the
obligation to timely provide an equivalent amount of physically available water of such a
quantity and quality as is required to meet Landowner's objectives for the Land within the
quantity and quality deemed available in the Analysis.

3.2.2 This subsection 3.2.2 shall apply if Coordinator or WUGT are unable to
obtain a Designation or if Coordinator or WUGT fail to obtain or will not be able to
obtain a Designation within six (6) months prior to the date Landowner or its successors
reasonably expect to obtain final Plat Approval for any part of the Land. Landowner
shall retain all Irrigation Grandfathered Rights and Type 1 Rights appurtenant to the Land
or phase to be Certificated. Landowner or its successors will notify Coordinator of the
plafting timeline when the same is determined by Landowner in its reasonable discretion.
Landowner shall retain the right to use Type 1 Rights within the Land or phase, and
‘WUGT shall be responsible for adndinistering or reporting such uses if required by
ADWR or the Central Arizona Groundwater Replenishment District. If Landowner
chooses to extinguish any Irrigation Grandfathered Rights or Type 1 Rights, Landowner
will retain the extinguishment credits. For two years past the date the Certificate of
Assured Water Supply issues for the applicable Land or phase, WUGT shall have the
exclusive option to purchase any such extinguishment credits resulting from such Land or
~ phase pursuant to this subsection for $100 per credit to be paid to the owner of the
credits, , , V

3.3 Coordinator or WUGT’s interests in owning existing wells on the Land
are primarily for groundwater uses until reclaimed water is available as well as possibly
converting the well to a service area well for use in water production for the CC&N area.
After Landowner or its delegee have ceased farming a portion of the Land, and if such
wells, tanks, pressurization structures or other water appurtenances are no longer needed
by Landowner for uses on or under the Land, Landowner shall fransfer and convey to
Coordinator or WUGT at no cost to WUGT (or Coordinator) any of Landowner’s wells,
tanks, pressurization structures, and other water appurtenances of any kind or nature on
such portion of Land that Coordinator, in its sole and reasonable discretion, deems useful

10
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for WUGT, whether operational, abandoned, agricultural or otherwise. In addition, if
WUGT identifies existing well sites on the Land that WUGT deems useful for WUGT,
and such existing well sites are not located within areas identified in the current or any
approved preliminary plans as areas to be used for entrances, entry monumentation or
public roadways, Landowner shall cause such well sites to be identified on the final Plat
Approval and dedicated to WUGT in fee, free of all liens, claims and encumbrances of
any kind or nature whatsoever. If WUGT selects an existing well site for uses identified
at the beginning of this sub-section, and Landowner or its successors still wish to use the
existing well, then Landowner or its successors will establish a customer account with
WUGT whereby Landowner can obtain the water necessary to continue farming or
raising of live stock, or for construction uses in areas or phaées of the Land that lack a
pressurized water system inclusive of hydrants at a special agricultural or bulk rate equal
to Landowner’s cost of pumping and required repairs prior to the transfer of the well. In
lieu of ACC gpproval for the special agricultural or bulk rate, Coordinator will subsidize
the Landowner in this area. Coordinator or WUGT shall be responsible for the well site,
well replacement, and all well operation and maintenance expenses. Any well sites, tanks
and pressurization structures not transferred to Coordinator or WUGT are to be
decommissioned at the Landowner’s expense.

34  Both Parties acknowledge that until reclaimed water is available for the
Land, groundwater from wells on the Land may be utilized. The rate charged for the use
_ of such groundwater for lake fills is the ACC Tariff rate set for reclaimed water.
Coordinator will obtain an Interim Use Permit (“lUP”) from ADWR on behalf of the
Landowner or the Landowner’s homeowners association to allow the use of groundwater
or alternative water source until reclaimed water is available. Specific identified costs
associated with completing the IUP will be reimbursed by Landowner to Coordinator
subject to written documentation of such costs, Such costs may include engineering
plans prepared by Landowner’s engineering firm for the benefit of ADWR subject to
Landowner’s prior written notice. The ongoing renewal costs and annual reporting
associated with the maintenance of the IUP shall be borne by the Landowner or the

designated homeowners association as appropriate.  Upon agreement of the Parties,

11




20060939440

which will not be unreasonably withheld by Coordinator, Landowner or its successor
may submit its own [UP application at its own expense.

3.5 Landowner agrees to deed or cause the deeding by the record owner, free
and clear of all liens and encumbrances, and at no cost to Coordinator, one twenty (20)
acre wastewater treatment site for a Water Reclamation Facility (“WRE™), as outlined in
the MAG 208 document filed by HUC on May 8, 2006 and as determined in consultation
with Landowner, to Coordinator or to HUC prior to the filing of an Aquifer Protection
Permit by HUC, If Landowner’s approved development master plan requires changes to
the WRF location or plan, Coordinator shall seek approval for an amendment the MAG
208 Plan consistent with the approved development master plan for the Land. If a site
change for the WRF is required, Landowner recognizes Coordinator’s obligation under
the preceeding sentence is contingent on the approved amendment of the MAG 208 Plan.
As required for service to the Land, Landowner is responsible for all costs related, if any,
to provide that the actual footprint of the WRF (as located within the WRF site) is out of
the floodplain prior to the filing of permits at Landowner’s request as necessary for the
construction and ultimate operation of the WRF to serve the Land. Landowner
acknowledges the 20 acres may require specific zoning and will use its best efforts to-
achieve zoning necessary from Maricopa County for the location and operation of a
WREF. The Parties agree that the Utility Services for the Land are contingent on the use
of this site as a WRF. If required to meet MAG 208 regional plan requirements, after the
initial 20 acres are conveyed, and upon Coordinator’s request, Landowner shall convey to
Coordinator, or HUC or Coordinator’s nominee subject to the requirements of this
Agreement, excess land in the amount of up to an additional 10 acres contiguous to the
WREF site (the “Excess Land™) that is also free and clear of all liens and encumbrances,
and Landowner will use its best efforts to achieve zoning necessary from Maricopa
County for the location and operation of a WRF on such Excess Land. Coordinator or
HUC will have an option to purchase the Excess Land from the Landowner for a period
of five years from the date of signing this Agreement at a purchase price based upon
Landowner’s basis in the land at the time of execution of this Agreement plus accrued
interest from the date of this Agreement. The interest rate paid will be the Prime Interest
Rate as established by Wells Fargo Bank or Chase Bank as determined by Landowner in

12
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its reasonable discretion. Coordinator may exercise such option solely for purposes of
locating and operating 8 WTP, WRF or Wastewater Treatment Plant on the Excess Land.
H the option is exercised for a WTP, then the unused WTP land referred to in Recital I
and Section 3.6 of this Apreement not otherwise used for such purpose shall be returned
to Landowner. The Parties further understand and agree that the total amount of Jand
provided under this subsection, including any and all setbacks shall not exceed 30 acres.
Coordinator or HUC shall grant Landowner an easement to use up to two of the four
sides of the 350 foot setback within such 30 acres as Landowner requests, so long as such
uses and casement are consistent with government requirements and HUC’s service
obligations to its customers. Maintenance of the setback used by the Landowner is the
responsibility of the Landowner. Coordinator agrees that the acreage provide to
Coordinator and HUC pursuant to this subsection is sufficient to satisfy any ADEQ or
other setback requirements applicable to HUC's wastewater treatment facilities.
Coordipator also agrees that the use of the acreage by Coordinator, WUGT and/or HUC
shall be limited to facilities and structures necessary for WUGT and/or HUC to provide
water, reclaimed water and wastewater services, including reclaimed water retention
structures and SCADA towers not to exceed 150 feet unless otherwise consulted with the
Parties. The Parties acknowledge and agree that Coordinator, WUGT and/or HUC may
install only one tower per WTP, WRF and well site. Coordinator shall not allow any
party other than Landowner without Landowner’s written permission to use, any of the
four sides of the 350 foot setback for a purpose that Landowner determines is inconsistent
with future development plans (for example, cell phone towers, electrical towers, or other
unsightly uses, or uses likely to be a nuisance to neighboring homeowners). In
consultation with Landowner, Coordinator shall make rcasonable efforts to design and
configure such SCADA tower to minimize disruption of development views or other
impacts on the Land. In the event Coordinator or its subsidiaries do not use the 20 acre
WREF site for location and siting of a WRF to serve the Land, or in the event that
Coordinator or its subsidiaries do not use the 3 acre WTP site for location and siting of a
WTP to serve the Land, or in the event that Coordinator or its subsidiaries do not use the
Excess Land for location and siting of a WRF and/or WTP, then Coordinator shall
reconvey such unnsed Land or unused portion of the Land to Landowner,

13
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3.6  The Landowner further agrees, within 12 months of the execution of this

Agreement, or as soon thereafter as is reasonably possible under applicable Arizona laws,

and at no cost to Coordinator, to deed, free and clear of all liens and encumbrances, a

“three (3) acre water treatment site (“WTP”) to Coordinator or to WUGT in a location

reasonably requested by Coordinator or WUGT and approved in writing by Landowner .

3.7  Inthe event HUC, WUGT and/or Coordinator fail to satisfy and/or meet
any and all CC&N conditions or other regulatory requirements, the land previously
deeded for the unsuccessful WRF and/or WTP shall revert to Landowner. HUC, WUGT
and/or Coordinator shall deed such land back to Landowner within one month of

Landowner’s.request free and clear of any and all encumbrances and/or liens on such

land. Coordinator shall execute any and all documents necessary to effectuate such

reversion to Landowner.

4. Payment Obligations. Landowner, or its assigns in title and/or successors in title,
shall pay Coordinator as an acquisition, interest and financing fee as full and final compensation
to the Coordinator in consideration for its services and performance of its covenants and
agreements contained in this Agreement, at the times specified in this Agreement the total sum of
$5,500.00 per EDU in the developments (the “Landowner Payment™), with any portion of this
sum unpaid at the time of final plat approval for the portion of the Land affected, or sale of the
Land or a portion of the Land by Landowner, whichever occurs later, adjusted upward based on a

CPI Factor as defined in this Agreement. However, if Maricopa County requires a water and/or
wastewater plant to be substantially complete prior to the issuance of a final Plat Approval
requested by Landowner, and only if Landowner has issued a SWN, the unpaid portion of the
Landowner Payment for the EDUs in the plat submitted by Landowner for approval must be paid
no later than six months after final Plat Approval. For ten years following execution of this
Agreement, the CPI Factor is defined as the Consumer Price Index — United States City Average
— for All Urban Consumers — All Items published by the United States Department of Labor,
Bureau of Labor Statistics (“Index”), with the Index for the month the wastewater CC&N'
application is approved for Landowner’s Land being treated as the base Index, plus two percent
(2%). After ten years following execution of this Agreement, the CPI Factor is deﬁncd as the
Consumer Price Index — United States City Average — for All Urban Consumers — All Items
published by the United States Department of Labor, Bureau of Labor Statistics (“Index”), with
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the Index for the month the wastewater CC&N application is approved for Landowner’s Land
being treated as the base Index.  The Parties, however, further agree to renegotiate this CPI
Factor in good faith in the event that it results in a Landowner Payment in excess of related
financing requirements. If the Index is discontinved or revised during the term of this
Agreement, such other government index or computation with which it is replaced shall be
utilized, and modified as necessary, to obtain substantially the same result as would be obtained '
if the Index had not been so discontinued or revised. For example, if the CC&N for wastewater
is approved in December 2007, and a portion of the Landowner Payment, $500 per EDU, is due
in April 2008, and the most current available Index is 187.3 and the Index for December 2007
was 182.5, the Landowner Payment per EDU would be calculated as follows: $500 x
187.3/182.5 x 1.02 = $523.41 per EDU. The CPI Factor as limited above is only applicable to’
that particular unpaid portion of the $5,500 per EDU base fee. The number of EDUs within the
development shall be calculated as follows: (i) each single family residential EDU included in
the final Plat Approval shall constitute one (1) EDU and (ii) each net acre of commercial or
industrial property included in the final Plat Approval shall constitute four point eight (4.8)
EDUs. Following the last final Plat Approval for the Land as determined by Landowner,
Landowner and Coordinator shall reconcile the amount paid by Landowner pursuant to the
preceding sentence with the actual portion of the Landowner Payment paid to date and
Landowner shall pay to Coordinator or Coordinator shall pay to Landowner, as the case may be,
the amount necessary to reconcile such Landowner Payment. All of the portion of the
Landowner Payments for water service under this Agreement are contingent on Coordinator's
acquisition of WMC and WUGT. In the event that Coordinator is unable to acquire WMC and
WUGT, the Parties agree that any payments made into an escrow account will be immediately
retwrned to Landowner, including accrued interest. Further, the Parties understand and agree that
a complaint has been filed against Coordinator with the ACC under Docket Nos. W-01445A-06-
0200, SW-20445A-06-0200, W-20446A-06-0200, W-03567A-06-2000 and SW-03575A-06-
0200 alleging that certain Infrastructure, Coordination and Finance Agreements executed by
Coordinator are invalid by Arizona law. In the event that the ACC determines that Coordinator's
Infrastructure, Coordination and Finance Agreements are invalid or against the law, the Parties
hereby agree to amend this Agreemcnt to conform to any such decision issued by the ACC and
in doing so shall make best efforts to maintain the substance (including all benefits and
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obligations) of this Agreement in any amended or restated agreement. To be effective, an
amendment or restated agreement shall require the written consent of the Parties. In the event
that such decision by the ACC materially alters the substance of the fransaction between
Landowner and Coordinator, and precludes Coordinator from fulfilling its obligations or
materially increases the costs to Landowner under this Agreement, the Parties agree that this
Agreement may be voided and Coordinator shall refund any and all payments made under this
Agreement to Landowner that are in excess of costs incurred for services or construction to date
as previously approved by Landowner which such costs shall not be more than 15% of the
Landowner Payments made to date if such ACC decision occurs prior to issuance of the SWN by
Landowner. Such costs reasonably incurred for services or construction to date will be made
available to Landowner for review. To the extent this Agreement is voided or amended as set
forth above, Coordinator shall upon request by Landowner record any and all release documents
related to this Agreement and any lien related to this Agreement with the County Recorder in a
form approved by Landowner and Coordinator shall waive any and all other claims against the
Land or Landowner under this Agreement in writing, except as otherwise allowed in an amended
or restated agreement. To the extent this Agreement is voided, Coordinator shall within 90 days
deed and reconvey the WTP, WRF, and all well sites received from Landowner, along with any
and all land previously deeded to Coordinator from Landowner, to Landowner free and clear of
any and all encumbrances, liens and restrictions, and the Coordinator shall return or assign all
water rights or extinguishment credits provided to Coordinator by Landowner pursuant to this
Agreement. To the extent this Agreement is voided, Coordinator shall return to Landowner
within 90 days all plans, documents and other materials provided to Coordinator, WUGT or
HUC by Landowner or created to design water or wastewater facilities to serve the Land.

4.1  The following describes the timing of payments for residential EDUs of
$5,500 per EDU plus the CPI Factor, if applicable. Until a final Plat Approval is
received, residential EDUs are assumed to be at 3.5 EDUs per acre.  Any additional
amount due for the CPI Factor for each phase or portion of the Land is paid as each phase
or portion receives final Plat Approval. '

- -Within 72 hours of the execution of this Agreement, the Landowner will deposit
in escrow $500.00 per EDU ($4,311,000 for 8,622 EDUs). All $500.00/EDU will
be released to Coordinator contemporaneously with the close of escrow for the
purchase of WMC or, if escrow has already closed, immediately upon deposit. If
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within 7 days of execution of this Agreement, Coordinator and WMC have not
executed a purchase agreement for Coordinator’s acquisition of WMC, then
Landowner’s $500 per EDU payment will be returned to Landowner;

Within 72 hours of the execution of this Agreement, Landowner will deposit in
escrow $75.00 per EDU payment ($646,650 for 8,622 EDUs) for the May 8, 2006
filing of the MAG 208 plan amendment. Al $75.00/EDU will be released to
Coordinator contemporaneously with the close of escrow for the purchase of
WMC or, if escrow has already closed, immediately upon deposit. Landowner
will remit to Coordinator $25.00 per EDU ($215,550 for 8,622 EDUs) payment
within 90 days of the execution of this Agreement, or contemporaneously with the
closing of the WMC acquisition transaction, whichever is later. If within 7 days
of execution of this Agreement, Coordinator and WMC have not executed a
purchase agreement for Coordinator’s acquisition of WMC, then Landowner’s
$75 per EDU payment will be returned to Landowner

Upon the filing of the application for a wastewater CC&N by HUC, or upon
filing of the application for an extension of WUGT's CC&N by WUGT, or within
90 days of execution of this Agreement, whichever is later, Landowner will remit-
to Coordinator an additional $100.00 per EDU ($862,200 for 8,622 EDUs). The
CC&N applications will be prepared during the diligence period of the WMC
acquisition and filed with the ACC within thirty (30) days of the closing of that
transaction;

Contemporaneously with the closing of the WMC transaction this Agreement
shall be recorded in the records of the Maricopa County Recorder, and will
reference any portion of the Land over which Landowner has exercised a
purchase option and is the record title holder;

Upon the ACC’s final approval of issuance of an ACC decision granting and/or’
extending the CC&N of HUC to include the Land, and upon issuance of a final
ACC decision granting an extension of WUGT's CC&N to include the Land, but
no earlier than January 1, 2007, $150.00 per EDU (81,293,300 for 8,622 EDUs)
will become due and payable by the Landowner to Coordinator;

Upon the successful approval of the MAG 208 plan amendment that includes the
Land, but no earlier than January 1, 2007 $150.00 per EDU ($1,293,300 for 8,622
EDUs) will be due and payable by the Landowner to Coordinator;

Upon Landowner’s issuance of the “Start Work Notice” (“SWN™), a description.
of which is set forth at Exhibit C attached hereto, the first of which shall require
the commencement of construction of facilities for 2,000 EDUs, $1,000,000 will
be due and payable by the Landowner to Coordinator. The SWN shall be issued
at Landowner's sole discretion. Landowner acknowledges that Coordinator,
through WUGT and HUC, shall continue to financially guarantee that WUGT
and HUC have sufficient financial resources to achieve substantial completion of
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the WTP and WRF, including any and all water, reclaimed water, and wastewater
treatment plant, delivery facilities and lines necessary for water, reclaimed water
and wastewater service to the Land within 18 months of the issnance of the SWN,
Coordinator shall be required to accept Landowner’s SWN any time after any and
all necessary permits have been issued and approved for the water, reclaimed
water and wastewater facilities. Landowner represents and watrrants that it will
make reasonable efforts after the issuance of Landowner’s SWN to pursue and
obtain a final Plat Approval for a portion of the Land as determined by
Landowner in its sole discretion within 6 months of the substantial completion of
both the WTP and WRF, or Landowner will sell a portion of the Land to a buyer
who will do so. Coordinator plans to pursue obtaining permits and approvals
necessaty to bore under Interstate 10, or otherwise locate a pipeline below an
available overpass, as this would alleviate the need to build a WRF north of
Interstate 10 for a number of years. In the event the Coordinator is successful in
receiving these permits and approvals, the Landowners of developments
contemplated as Copperleaf, Silver Water Ranch and Silver Spring Ranch may
share the cost of the initial 2,000 EDU SWN fee based on the pro rata share of the
EDUs to be initially constructed within each development. If Landowner does
not participate in the SWN filed by another landowner or developer within
WUGT’s or HUC’s CC&N area, then Landowner’s first SWN payment is not due
until Landowner or its successors request a SWN for the Off-Site Facilities
necessary to serve the Land. ‘ '

Depending on the amount already paid by Landowner, the balance of the
Landowner Payment (the $5,500.00 per EDU including CPI Index, if applicable)
will be due and payable at the time of final Plat Approval for the number of EDUs
within the plat or sale of the Land or portion of the Land by Landowner to the
ultimate builder/developer as reflected in a change in record title ownership of the
Land, whichever occurs later. Coordinator understands that Landowner intends to
sell the Land to other parties who will be the ultimate builders/developers of the
Land. Coordinator understands that the balance of the Landowner Payment shall
not be due until Landowner sells the Land to another party as reflected in the
change in record title ownership or upon final Plat Approval, whichever occurs
later. As stated in Section 4 in this Agreement, if Maricopa County requires a
water and/or wastewater plant to be substantially complete prior to 2 final Plat
Approval requested by Landowner, and only if Landowner has issued a SWN, the
unpaid portion of the Landowner Payment for the EDUs within the plat submitted
by Landowner for approval must be paid no later than six months afier final Plat
Approval. With the amounts due for the last final plat within the Land,
Coordinator will true up any discrepancy with respect to the actual number of
EDUs at final Plat Approval against EDUs estimated and sums paid pursuant to
this Agreement. Either the Coordinator will pay the Landowner or the
Landowner will pay the Coordinator that difference contemporaneous with the
final payment as triggered by the final platted parcel(s) of the Land.

Pursuant to Section 4.3, Coordinator shall arrange for interest-earning escrow accounts
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for those payments in this subsection that are to be placed in escrow, with the interest

paid to Landowner if the escrow is to be returned to Landowner. Escrow interest will
otherwise be credited to reduce the outstanding balance of the Landowner Payment due
to Coordinator. An example of how the Landowner Payment would be calculated for land
included in the CC&N with 2,000 residential EDU’s developed in two phases of 1,000
EDU’s each is:

-

$500 times 2,000 EDU’s or $1,000,000 is due in escrow within 72 hours of
signing of this Agreement;

$75 times 2,000 EDU’s or $150,000 is due to escrow within 72 hours of the
signing of this Agreement for the May 8, 2006 filing of the MAG 208
application, $25 times 2,000 EDU’s or $50,000 is due to Coordinator within
90 days from execution of this Agreement or contemporaneously with the
closing of the WMC acquisition transaction, whichever is later;

$100 times 2,000 EDU’s or $200,000 is due to Coordinator for the filing of
both the application for a wastewater CC&N and the application, if necessary,
for expansion of the water CC&N, or within 90 days of the execution of this
Agreement, whichever is later;

$150 times 2,000 EDU’s or $300,000 is due to Coordinator upon issuance of a
final decision by the ACC approving the CC&Ns for both WUGT and HUC,
but no earlier than January 1, 2007;

$150 times 2,000 EDU’s or $300,000 is due to Coordinator upon EPA’s
approval of the MAG 208 plan amendment, but no earlier than January 1,
2007,

$500 times 2,000 EDU’s or $1,000,000 is due to Coordinator from Landowner,
or Landowner and other participating landowners as described above in
subsection 4.1, upon issuance of Landowner’s SWN;

$4,000 plus the CPI Factor times 1,000 final platted EDU’s, or $4,000,000
plus the CPI factor, is due to Coordinator at final Plat Approval for the first
phase and/or change in record title ownership, whichever occurs later. If,
however, Maricopa County requires a water and/or wastewater plant to be
substantially complete prior to a final Plat Approval requested by Landowner,
and only if Landowner has issued a SWN, the payment obligation of
$4,000,000 plus CPI Factor must be paid no later than six months after final
Plat Approval; and :

$4,000 plus the CPI Factor times 1,000 final platted EDU’s, or $4,000,000
plus the CPI factor, is due to Coordinator at the final Plat Approval for the
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second phase and/or change in record title ownership, whichever occurs later,
If, however, Maricopa County requires a water and/or wastewater plant to be
substantially complete prior to a final Plat Approval requested by Landowner,
and only if Landowner has issued a SWN, the payment obligation of
$4,000,000 plus CPI Factor must be paid no later than six months after final
Plat Approval.

4.2 For commercial and industrial property, the $5,500 per EDU plus the CPI]
Factor, if any, at 4.8 EDU’s per acre is due to Coordinator when the County approves the
“Commercial or Industrial Site Plan” and issues a building permit, which the Parties
expect to occur after residential final Plat Approvals surrounding the site, and upon
satisfaction of all contingencies and conditions set forth in this Agreement.

- Anexample of how this would calculate for a commercial or industrial section
of land with 30 net acres in size would be as follows:

= $5,500 plus the CPI Factor x 30 acres 4.8 EDU/acre or $792,000 is
due and payable when the County approves the Commercial or
Industrial Site Plan and issues a building permit.

The parties acknowledge that additional fees as approved by the Parties or required
and/or authorized by a governmental agency except as otherwise prohibited herein will be -
billed to the commercial and industrial end user based upon the ultimate use of the land
and fixtures thereon. Fees payable to WUGT and HUC for on-site facilities, pursuant to
the Extension Agrecments or a WUGT or HUC tariff, and reimbursement for certain
costs and expenses incurred by Landowner with respect to the obtaining of on-site Utility
Services from the Delivery Points to the end user are not the subject of this Agreement
and shall be paid and reimbursed to the appropriate parties in accordance with the
Extension Agreements. |

43  Escrow Account. Within three days of execution of this Agreement,

Coordinator shall open an interest-earning escrow account with First American Title
Insurance Company for the benefit of Landowner and Coordinator for purposes of
accepting and disbursing any and all payments and refunds under the terms and
conditions set forth in this Agreement. The escrow agent shall be Carol Peterson
("Escrow Agent"). This Agreement shall constitute an escrow agreement and instructions
to Escrow Agent and all funds deposited with Escrow Agent shall be disbursed and dealt

with by Escrow Agent in strict accordance with the following provisions and the terms of
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this Agreement. Escrow Agent shall be authorized to make disbursements to Coordinator

and/or Landowner as provided for in this Agreement within five (5) days of written

request by such Party to Escrow Agent with a copy hand-delivered to the other Party. In

making payment requests pursuant to Section 10.5 of this Agreement, Coordinator shall

‘submit applications for payment relating to reasonable and necessary construction costs

for water, reclaimed water and wastewater facilities constructed pursuant to this

Agreement, including (i) an itemization of the facilities installed and the amount incurred

for each item of the work (with appropriate invoices and backup documentation), and (ii)

necessary statutory lien waivers relating to the work. Escrow Agent shall disburse funds
pursuant to a payment request by either Party as set forth in this paragraph and under the

terms of this Agreement unless and except to the extent a timely objection is made by the

other Party. Any Party may object to disbursement of escrow funds if the Party believes

in good faith that such payment is not due and if such Party delivers to Escrow Agent and

all other Parties written notice of such objection within five (5) business days of the

payment request, incinding a speciﬁc explanation of the objection and an explanation of
why the Party believes the amount in question should not be disbursed under this
Agreement. Any amount subject to an objection shall not be disbursed until the objection

is resolved. Upon Escrow Agent's receipt of an objection, the Parties shall meet within

three (3) days and make good faith efforts to resolve the objection. If the objection is not

resolved completely with such three day period, then the objecting party may submit the

matter to arbitration within an additional seven days and the matter shall be resolved in

accordance with the arbitration provisions set forth in Section 7 of this Agreement. If the

objecting party fails to submit the matter to arbitration within that time period, then the

full payment request shall be deemed approved, If an objection is determined by the
arbitrator to be invalid, then the objecting party shall be responsible for any additional

costs (including the reasonable attorneys fees of the prevailing party) resulting from the

delay in disbursement of the escrow funds,

5. Use and Sizing of Water and Reclaimed Water Distribution Mains and Sanitary
Sewer Collection Mains. Coordinator, from time to time may, at its own discretion and expense,

decide to oversize certain water distribution mains and wastewater collection mains to service

properties or planned developments not currently contemplated within the scope of this Land. |
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Any and all cost of over sizing these lines will be at the sole cost of Coordinator, including any
and all engineering or other costs incurred by Landowner as a result of such over sizing.
Landowner understands and agrees that it must use and accept reclaimed water distribution
mains to the Delivery Points agreed to by Landowner and identified in Exhibit H. Each section
of land will require a water storage facility or a retention lake structure for irrigation of no less
than one (1) acre developed in accordance with standards established by Coordinator in locations
approved by Landowner and at Landowner’s cost. Landowner may reasonably consolidate or

divide the required water storage facility capacity and irrigation requirement in this Section in

~any location within the Land consistent with Landowner’s development plans. Coordinator’s

responsibility is to oversee the construction of reclaimed water distribution mains is limited to
only one point of storage as contemplated on Exhibit H.
6. Reclaimed Water Availability. Coordinator and its subsidiaries agree to make

reclaimed water available for purchase and use within the Land approximately equal to the
amount of wastewater generated within such Land, Any excess reclaimed water not purchased
by Landowner or its successors within any month belongs to the utility provider for reuse,
recharge and/or discharge, '

7. Binding Arbitration. Any controversy, dispute or claim (a "Claim") arising out of
or relating in any way to this Agreement or any other agreement or instrument delivered in
connection with this Agreement, or the transactions arising hereunder or there under that cannot
be resolved by negotiation (other than actions for specific performance or any other equitable
remedy) shall be settled exclusively by a binding arbitration ("Arbitration"), conducted by a
single arbitrator (the "Arbitrator") chosen by the Parties as described below. The arbitration shall
be expedited and shall be conducted in accordance with the following rules:

7.1 Initiation of Arbitration. The Arbitration shall be initiated by either party
delivering to the other an Arbitration Demand, Such demand shall be sent by hand-
delivery or certified mail, return receipt requested. The Arbitration Demand must
contain a list of the Claims upon which arbitration is requested, as well as a statement of
the claimant’s basis for bringing the Claims.

7.2 Governing Procedures. The arbitration shall be conducted in accordance
with the AR.S. § 12-1501, e seq. and the Commercial Arbitration Rules of the
American Arbitration Association.
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7.3 Appointment of Arbitrator. The Parties shall appoint a single Arbitrator
'by mutual agreement. If the Parties have not agreed within ten (10) days of the date of
the Arbitration Demand on the selection of an Arbitrator willing to serve, then, unless
otherwise agreed, each party may appoint an Arbitrator, and the two chosen Arbitrators
will select a third Arbitrator. The Parties shall split the costs of all chosen Arbitrators.

74  Qualifications of Arbitrator. The Arbitrator shall be neutral and impartial,
and knowledgeable in the areas of public utility service and/or real estate development,

7.5  Compensation. The Parties shall split equally any and all costs of
arbitration, including the Arbitrator’s hourly rate. ,

_ 7.6  Preliminary Hearing. Within fifieen (15) days after the Arbitrator(s) has

been appointed, a preliminary hearing among the Arbitrator(s) and counsel for the Parties

shall be held for the purpose of developing a plan for the management of the arbitration, -
which shall then be memorialized in an appropriate order. The matters which may be

addressed include the following: (i) definition of issues; (ii) scope, timing and types of
discovery, if any; (iii) schedule and place(s) of hearings; (iv) setting of other timetables;

(v) submission of motions and briefs; (vi) whether and to what extent expert testimony

will be required, whether the Arbitrator should engage one or more neutral experts, and

whether, if this is done, engagement of experts by the Parties can be obviated or

minimized; (vii) whether and to what extent the direct testimony of witnesses will be-
received by affidavit or written witness statement; and (viii) any other matters which may

promote the efficient, expeditious, and cost-effective conduct of the proceeding. Any

procedures outlined in the preliminary hearing shall require the arbitration hearing to be

conducted within 60 days of the preliminary hearing date.

7.7  Final Award. The Arbitrator shall promptly (but, in no event later than
twenty (20) days following the conclusion of the proceedings or such longer period as the
Parties mutually agree) determine the claims of the Parties and render a final award in.
writing. The Arbitrator may award the prevailing party in the proceeding all or a part of
such party's reasonable attorneys’ fees and expert witness fees, taking into account the
final result of arbitration and other relevant factors under Arizona law. The Arbitrator
shall not award any punitive damages. The Arbitrator shall assess the cosis of the
proceedings (including, without limitation, the fees of the Arbitrator) against the non-
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prevailing party. The Arbitrator’s final award shall be binding and enforceable against

the Parties,

8. Insurance. Coordinator shall include Landowner as an “additional
insured” in all forms of liability insurance obtained or maintained by Coordinator and its
subsidiaries, and their contractors, applicable to the construction, installation and maintenance of
water, wastewater and reclaimed water infrastructure financed by this Agreement or placed
within the Land, WTP site, WRF site or well sites included in this Agreement. Coordinator shall
defend, indemnify and hold Landowner and any and all of Landowner’s affiliates, subsidiaries,
successors, and/or related entities, harmless for, from and against any and all liabilities, claims,
damages, losses, costs, expenses (including, but not limited to, attorneys’ fees), injuries, causes
of action, or judgments for bodily injury or death or damage to property occasioned, contributed
to or in any way caused, in whole or in part, by Coordinator, HUC and/or WUGT, and their
agents, employees, consultants, engineers, or contractors and which arise out of or are related to
the performance of this Agreement by Coordinator or its authorized agents, employees,’
consultants, engineers and/or contractors except for those arising from the negligence or willful
misconduct of the Landowner, its agents, employees, consultants, engineers, and/or contractors.
Coordinator's duty to indemnify Landowner shall extend to all construction activities undertaken
by Coordinator, WUGT and HUC, and their contractors, subcontractors, agents, and employees
in the performance of or related 1o this Agreement. This indemnity clause shall apply solely to
the extent that such claim, demand, liability and/or expense is atfributable to the negligent
actions or inaction of Coordinator, WUGT and HUC, and/or their contractors, subcontractors,
consultants, engineers, agents and/or employees .

Coordinator shall require HUC's and/or WUGT's contractors and/or subcontractors o
carry and maintain, at Coordinator’s sole cost and expense, during the duration of construction of
the water, reclaimed water and wastewater facilities plus an additional two years, no less than the
following coverage and limits of insurance:

@ Worker’s Compensation and Employer’s Liability: () Worker’s
Compensation coverage as required by law; and (b) Employer’s Liability with limits of at least
$1,000,000 per occurrence.

(ii) Business Automobile Liability for Bodily Injury and Property Damage:

$1,000,000 per occurrence, including coverage for all owned, non-owned and hired vehicles.
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(iii)y Commercial General Liability for Bodily Injury and Property Damage:
>$3,000,000 general aggregate, $1,000,000 per occurrence. Unless otherwise agreed by the
parties, the general liability policy shall include a broad form comprehensive liability
endorsement that includes coverage for liability assumed under any oral or written contract
relating to this Agreement, and also including: (a) broad form property damage lability
coverage; and (b) premises-operations coverage; and (c¢) independent contractor coverage (for
liability may incur as a result of the operatioﬁs, acts or omissions of Coordinator’s contractors,
subcontractors, suppliers, and/or their agents or employees). The commercial general liability
insurance required pursuant to this Agreement shall name Landowner and/or any other
Landowner entities designated by Landowner as an additional insured; (b) apply severally to the
parties; (¢) cover Landowner and affiliated entities as insureds in the same manner as if separate
policies have been issued to each of them; (d) include a waiver of any and all subrogation rights
[against Landowner and affiliated entities; and (e) be ptimary insurance with any other valid and
collectible insurance available to the aforesaid additional insureds constituting excess insurance,

{iv)  Professional Frrors and Omissions Liability, of not less than $1,000,000
per occurrence from Coordinator’s, HUC's and WUGT's Project engineer.

(v} ____Other Insurance. An umbrella or other policy as determined appropriate

by Coordinator in its reasonable discretion. The above coverage amounts may be achieved

through the use of one or more umbrella policies. At the time of this Agreement, Coordinator
holds an umbrella liability insurance policy of $10,000,000. Coordinator shall maintain such
policy or an equivalent policy during the term of this Agreement. ,

The policies. required pursuant to this Agreement shall not be revised, canceled or
reduced until at least thirty (30) days’ written notice of such revision, cancellation or reduction
shall have been given to Landowner, and until a replacement policy is in effect that provides the
coverages required in this Agreement. The policies required pursuant to this Agreement shall be
issued by an insurance company that is authorized to transact business in the State of Arizona
and that has a current rating of A-VII or better in Best’s Insurance Report. Coordinator will
provide Landowner with confirmation of the above insurance from Coordinator and any and all
engineers, consultants, contractors and subcontractors, prior t0 commencement of construction,
including copies of insurance certificates, riders and endorsements .

9. No Partnership. Coordinator is acting as an independent contractor pursuant to
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this Agreement, Nothing in this Agreement shall be interpreted or construed (i) to create an
association, agency relationship, joint venture, or partnership among the Parties or to impose any
partnership obligation or liability upon either party, or (ii) to prohibit or limit the ability of
Coordinator to enter into similar or identical agreements with other landowners, even if the
activities of such landowners may be deemed to be in competition with the activities of
Landowner.

10.  Defaylt.

"~ 10.1 Landowner shall be deemed to be in material default under this Agreement
upon the expiration of thirty (30) days, as to monetary defaults, and sixty (60) days, as to
non-monetary defaults, following receipt of written notice from Coordinator specifying
the particulars in which a default is claimed unless, prior to expiration of the applicable
grace period (thirty (30) days or sixty (60) days, as the case may be), such default has
been cured.

102 Coordipator shall be deemed to be in material default under this
Agreement upon the expiration of thirty (30) days written notice of the failure to fulfill its
obligations hereunder to timely provide the services and to timely commence and
complete construction of facilities described in this Agreement, including the provision of
Utility Services by WUGT and HUC, and the failure to fulfill its financial guarantees that
WUGT will have sufficient financial resources for the provision of water utility service to
the Land and that HUC will have sufficient financial resources for the provision of
reclaimed water service and wastewater utility service to the Land and any other material
breach of this Agreement by Coordinator. :

10.3  In the event either party to this Agreement is in material default under this
Agreement, the provisions hereof may be enforced by any remedy permitted by law for
specific performance, injunctive, or other equitable remedies in addition to any other
remedy available in this Agreement, or at law or in equity. In this regard, in the event
Landowner fails to pay any amount as and when due, which failure is not cured within
thirty (30) days afier notice thereof in accordance with the provisions of subsection 10.1
above, such delinquent amounts shall bear interest at the rate of fifieen percent (15%) per
annum from the due date until paid. Similarly, Coordinator shall pay interest at the rate

of fifteen percent (15%) per annum from the date of accrual on any damages caused
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Landowner or its successors by Coordinator or its subsidiaries’ material breach of this
Agreement.

104 In addi’tion, to the extent such sums remain unpaid following such thirty
(30) day period, Coordinator may then and only then claim a contractual lien for such
sum, together with interest thereon as set forth above, which may be foreclosed against
only that portion of the Land owned by the defaulting landowner and that land which is
the subject of such default in the manner prescribed by law for the foreclosure of realty
mortgages or deeds of trust. It is the Paxﬁes’ intention that Landowner’s default as
defined in this section 10 provide the only means by which Coordinator may claim any
type of lien on the Land, and the Parties agree this Agreement or services provided.
pursuant to it are not liens or secured interests, but this Agreement gives Coordinator the
right to assert a lien right (as set forth herein), which lien right shall be deemed perfected
only upon Landowner’s material default and recording of a notice of claim of lien, which
shall be retroactive as of the date of the recording of this Agreement. Landowner
consents to the recording of this Agreement with the county recorder’s office upon
Coordinator’s acquisition of WMC and WUGT as set forth in Section 10.7 below.
Coordinator agrees that as and when portions of the Land are sold, the 6b1igations,
hereunder shall be bifurcated based on the land area sold and each new landowner shall
be solely (and not jointly) responsible for all sums owed with respect to the land areas
that it owns and shall not have any obligation or liability for the failure of any other
owner of any portion of the Land and that the current Landowner shall be fully released
from any and all such obligations, In the event Coordinator defanits (following notice
and an opportunity to cure as set forth herein) on any of its obligations under this
Agreement, including its financial guarantee that WUGT or HUC will have sufficient
financial resources 1o provide water, reclaimed water and wastewater service to the Land
as described herein, then Coordinator shall record a release of this Agreement and waive
any and all other claims against the Land or Landowner as set forth below. Coordinator
shall execute and record such release within three (3) days of a written request from
Landowner in a form approved by Landowner.

10.5 Coordinator has provided to the Landowner a letter from the Coordinator’s
financial institution confirming that the Coordinator through its investor and bank
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relationships has access to sufficient funds necessary to construct the water, reclaimed
water and wastewater infrastructure, including the Off-Site Facilities, in order to provide
the Utility Services. Upon issuance of the SWN by Landowner, Coordinator shall place
funds in an escrow account as set forth in section 4.3 equal to the one-half of the total
amount of the construction costs for all water, reclaimed water and wastewater facilities
necessary to provide water, reclaimed water and wastewater service to the Land. As set
forth in section 4.3, Coordinator shall be entitled to withdraw funds from such escrow
account solely for purposes of paying for reasonable and necessary construction costs.

10.6 Subject to the limitations in this Section 10, amounts owed but not paid
when due by Landowner under the terms of this Agreement, perfected as described in
subseetion 10.7 below shall be a lien against the Land for which such payment is due that
the Parties agree shall then relate back to the date upon which an executed copy of this
Agreement is recorded in the Maricopa County Recorders Office along with a document
entitled Preliminary Notice of Contractual Lien which sets forth:

1. The name of the lien claimant;

il the name of the party or then owner of the property or interest against
which the lien is claimed;

ili.  and adescription of the property against which the lien is claimed.

Coordinator shall not record a Preliminary Notice of Contractual lien or other similar
document unti] at least thirty (30) days afier notice of Landowner’s material default as
provided in Section 10.1 above.

10.7 The lien authorized in this Section 10 shall take effect only upon
recordation of a claim of contractual lien as limited herein above and as described befow
in the office of the Maricopa County Recorder by Coordinator, and shall relate back to
the date when the Preliminary Notice of Contractual Lien and executed copy of the
Agreement were recorded, as set forth in subsection 10.6 above. The lien amount shall
be only that amount not paid by Landowner in accordance with the terms of this
Agreement at the time the lien is recorded, and shall not include any future Landowner
Payment amounts, Such lien shall apply only to those portions of the Land for which any
such payment is due. Coordinator acknowledges and agrees to work with the Landowner
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or its successors and their lenders to facilitate financing. Coordinator shall give written
notice of any such lien claim. The Notice and Claim of Contractual Lien shall include
the following:

() The name of the lien claimant.

(i)  The name of the party or then owner of the property or intorest
against which the lien is claimed.

(iii) A description of the property against which the lien is claimed.

(iv) A description of the default or breach that gives rise to the claim of
lien and a statement itemizing the amount of the claim.

(v) A statement that the lien is claimed pursuant to the provisions of
this Agreement and reciting the date of recordation and recorder’s
document number of this Agreement.

(vi}  The notice shall be acknowledged, and after recordation, a copy
shall be given to the person(s) against whose property the lien is
claimed in any manner prescribed under Section 21 of this
Agreement. The lien may be enforced in any manner allowed by
law, including without limitation, by an action to foreclose a
mortgage or mechanic’s lien under the applicable provisions of the
laws of the State of Arizona.

10.8 If the Landowner (i) places funds in the amount due Coordinator into an
escrow account or posts either (ii) 2 bond executed by a fiscally sound corporate surety
licensed to do business in the State of Arizona, or (iii) an irrevocable letter of credit from
a reputable financial institution licensed to do business in the State of Arizona, which
bond or letter of credit (a) names Coordinator as the principal or payee and is in form
satisfactory to Coordinator, (b) is in the amount of the claim secured by the lien, and (c)
unconditionally provides that it may be drawn on by Coordinator in the event of a final
judgment entered by the arbitrator, then Coordinator shall record a release of the lien or
take such action as may be reasonably required by a title insurance company requested to
furnish a policy of title insurance on such property to delete the lien as an exception
thereto. Landowner shall post the funds, bond or letter of credit by delivery of same to
Coordinator, escrow or arbitrator as determined by Landowner. All costs and expenses to
obtain the bond or letter of credit, and all reasonable costs and expenses incurred by
Coordinator related thereto, shall be borne by Landowner, unless Landowner is the
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prevailing party in any litigation challenging the claimed lien and, in that event, all such
costs shall be borne by Coordinator.

10.9 Upon Coordinator's material default of its obligations under this
Agreement, Coordinator shall (i) record a “full satisfaction and release” of this
Agreement and any outstanding liens with the Maricopa County Recorder, (ii) shall
confirm in writing the satisfaction and release of the Agreement to all other Parties at
Landowner’s request, (iii) shall within 90 days of such material default return 1o
Landowner all Landowner Payments made to date by Landowner in excess of costs
incurred to date by Coordinator as previously approved by Landowner with such
approval not being unreasonably withheld, and (iv) shall within 90 days return to
Landowner all plans, documents, ete. provided to Coordinator, WUGT or HUC by
Landowner or created to design water or wastewater facilities specifically to serve the
Land. In the event Coordinator materially defanlts on its obligations under this
Agreement, Coordinator shall refund all Landowner Payments in excess of costs incurred
to date by Coordinator under this Agreement as previously approved by Landowner with
such approval not being unreasonably withheld. In that event, any and all amounts
remaining in the escrow account provided under section 10.5 shall be released
immediately to Landowner as partial or full payment of such refund obligation. The
refund obligation shall be limited to the total amount of Landowner Payments made
under this Agreement plus accrued interest with the remaining balance of the escrow
including accrued interest to Coordinator. In the event Coordinator materially defaults on
its obligations under this Agreement, Coordinator shall assign to Landowner all water
rights, interests and extinguishment credits resulting from the Land or obtained from the
Landowner. In the event of a default by Coordinator, Landowner reserves the right to
pursue any and all legal rights, damages, and remedies against Coordinator for such
default. All land deeded by Landowner to Coordinator shall be reconveyed by

Coordinator to Landowner as provided elsewhere in this Agreement.

11.  Non Issuance of Water and Wastewater CC&N Expansion. In the event that

Coordinator or HUC through best efforts are unable to obtain all of the necessary approvals from
the ACC, MCESD and ADEQ within twenty-four (24) months of the execution of this

Agreement with respect to the water, reclaimed water and wastewater services provided for
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herein, then the Landowner or Coordinator at either party’s option may terminate the portions of
this Agreement as it relates to reclaimed water and wastewater services without recourse to either

party. In the event of termination of the wastewater portion of this Agreement and excluding the

CPI Factor, Coordinator shall remove or cause to be removed any registration and/or recordation

of this Agreement with Maricopa County as reasonably requested by Landowner and waive any

lien rights it may have under this Agreement for $3,000 per EDU of the $5,500 per EDU

contemplated in this Agreement for reclaimed water and wastewater services. The Parties agree

to execute necessary amendments to this Agreement in' the event of termination of the

wastewater portion of this Agreement. In that event, Landowner’s payment obligations under

section 4.1 above shall be reduced in proportion to the reduction of the $5,500 per EDU

payment under section 4.1 above to $2,500 per EDU for water service, which includes

Landowner’s $500 per EDU payment noted below. For example, upon issuance of the SWN for

2,000 EDUs, Landowner’s payment obligations will be reduced to $225 times 2,000 EDUs or
$450,000 upon issuance of the SWN. Further, in the event that the ACC, ADEQ and/or

Maricopa County issues any ruling or decision denying HUC any necessary regulatory approvals

1o provide wastewater service to the Land, and provided that soch decision or ruling is not as a-
result of the actions, conduct, or inactions of Coordinator and its related entities, Coordinator

shall be entitled to retain $500/EDU of the payments made under section 4.1 as of such date for

water service on the condition that WUGT has obtained a final order from the ACC approving

the CC&N extension to include all of the Land, and Coordinator shall refund any and all

remaining amounts of Landowner Payments made to date under 4.1 to Landowner within ten

days of such final decision or ruling and transfer and assign any and all plans, studies, etc. to

Landowner. If the Landowner Payment has been adjusted pursuant to the CPI Factor described-
in section 4 above, then the adjustment shail be applied pro-rata to the water and wastewater

services allocations in this Section.

In the event that Coordinator or WUGT are unable to obtain ACC approval for extension
of WUGT's CC&N to include all of the Land or other necessary governmental approvals within
24 months for provision of water service to the Land, then Coordinator shall remove or cause 1o
be removed any registration and/or recordation of this Agreement with Maricopa County
affecting those portions of the Land as reasonably requested by Landowner and waive any lien.
rights it may have under this Agreement for water services. The Parties agree to execute

31




20060939440

necessary amendments to this Agreement in the event of non-issuance of the CC&N extension
for water service to the Land. In the event that the ACC, ADEQ and/or Maricopa County issues
any ruling or decision denying WUGT any necessary regulatory approvals to provide water
service to any portions of the Land, and provided that such decision or ruling is not as a result of
the actions, conduct, or inactions of Coordinstor and its related entities, Coordinator shall be
entitled to retain a proportional share of $500/EDU of the payments made under section 4.1
equal to'that proportion of the Land included within WUGT's CC&N and that portion of the
Land for which WUGT is authorized to provide water service, and Coordinator shall refund any
and all remaining amounts of Landowner Payments made to date under 4.1 to Landowner within
ten days of such final decision or ruling and transfer and assign any and all plans, studies, etc. to
Landowner. If the Landowner Payment has been adjusted pursuant to the CPI Factor described
in section 4 above, then the adjustment shall be applied pro-rata to the water and wastewater
services allocations in this Section. '

12. Attorneys’ Fees. If any dispute arises out of the subject matter of this Agreement,
the prevailing party in such dispute shall be entitled to recover from the other party its reasonable
costs, expenses and attorney’s fees incurred in litigating, arbitrating, or otherwise resolving such
dispute. The Parties” obligations under this Section shall survive the closing under this’
Agreement.

13.  Applicable Law; Venue: Jurisdiction. This Agreement shall be governed by and
construed in accordance with the laws of the State of Arizona, notwithstanding any Arizona or
other conflict-of-law provisions to the contrary. The Parties consent to jurisdiction for purposes
of this Agreement in the State of Arizona, and agree that Maricopa County, Arizona, shall be
proper venue for any action brought with respect to this Agreement. Acts of the parties hereto
shall be excused during the period of intervening acts of God or other force majeure events not’
attributable to the nonperforming Party.

14,  Interpretation. The language in all parts of this Agreement shall in all cases, be
construed as a whole according to its fair meaning and not strictly for nor égainst any party. The
section headings in this Agreement are for convenience only and are not to be construed as a part
hereof. The Parties agree that each party has reviewed this Agreement and has had the
opportunity to bave counsel review the same and that any rule of construction to the effect that
ambiguities are to be resolved against the drafting party shall not apply in the interpretation of
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this Agreement or any amendments or any exhibits thereto. Except where specifically provided
10 thé contrary, when used in this Agreement, the term “including” shall mean without limitation
by reason of enumeration. All pronouns and any variations thereof shall be deemed to refer to
masculine, feminine or neuter, singular or phural, as the identityvof the person(s) or entity(ies)
may require,

15.  Most Favored Nation. Coordinator agrees that for the CC&N expansion and
CC&N extension contemplated to commence in the July 2006 timeframe in the area West of the
Hassayampa River, that if the Coordinator enters into an Infrastructure Coordination Finance and

Option Agreement or an agreement with similar terms with another landowner that lies within
the CC&N area of WUGT and HUC as extended (with the exception of Belmont), the
Coordinator will not provide pricing, terms, or conditions more favorable to that landowner than
provided herein to the Landowner, unless Coordinator amends this Agreement with the written
consent of Landowner to include such pricing, terms, or conditions so that this Agreement is at
least as favorable to the Landowner as the pricing, terms, and conditions offered to the other
landowner.

16.  Counterparts. This Agreement shall be effective upon execution by all Patties
hereto and may be executed in any number of counterparts with the same effect as if all of the
Parties had signed the same document. All counterparts shall be construed together and shall’
constitute one agreement,

17.  Entire Apreement. This Agreement constitutes the entire integrated agreement
among the Parties pertaining to the subject matter hereof, and supersedes all prior and
contemporancous agreements, representations, and undertakings of the Parties with respect to
such subject matter. This Agreement may not be amended except by a written instrument
executed by all Parties hereto.

18.  Additional Instruments. The Parties hereto agree to execute, acknowledge, and-

deliver to each other such other documents and instruments as may be reasonably necessary or
appropriate to evidence or to carry out the terms of this Agreement.

19.  Severability. Every provision of this Agreement is intended to be severable
except as otherwise provided in this Agreement. If any term or provision hereof is illegal or
invalid for any reason whatsoever, such illegality or invalidity shall not affect the validity or
legality of the remainder of this Agreement.
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20. Incorporation by Reference. Every recital set forth herein above, exhibit,
schedule and other appendix attached to this Agreement and referred to herein is hereby
incorporated in this Agreement by reference.

21,  Notices. Any notice, payment, demand or communication required or permitted
to be given by any provision of this Agreement shall be in writing and shall be delivered
personally to the party to whom the same is directed or sent by registered or certified mail, return
receipt requested, addressed to the addresses set forth on the signature page hereto. Any such
notice shall be deemed to be delivered, given and received for all purposes upon actual receipt at
the addresses noted below.

Any notice sent to Coordinator shall be sent to:

. Cindy Liles
Global Water Resources, LLC
21410 N. 19® Avenue, Suite 201
Phoenix, Arnizona 85027

Any notice sent to Landowner shall be copied simultaneously to the following persons:

Las Vegas, NV 89107

SNR Management, LLC SNR Management, LL.C
¢/o Bryan O’Reilly- ¢/o Frank Pankratz
619 Campbell 1350 N. Town Center Dr, #3041

Las Vegas, NV 89144

SNR Management, LLC
¢/o Barry Becker

SNR Management, LLC
¢/o John F. OReilly

50 S. Jones Blvd., Ste. 101

325 S. Maryland Parkway
Las Vegas, NV 89107

Las Vegas, NV 89101-5300

Michele Van Quathem

Ryley Carlock & Applewhite
One N. Central Ave., Ste. 1200
Phoenix, AZ 85004

22.  Binding Effect; Partial Releases. This Agreement shall be binding upon and inure
to the benefit of the successors and assigns of the respective Parties. This Agreement constitutes
a covenant running with the land, shall be binding upon the Land for the benefit of Coordinator
and Landowner and their successors and assigns and any person acquiring any portion of the
Land, upon acquisition thereof, shail be deemed to have assumed the obligations of Landowner

arising from this Agreement with respect only to that portion of the Land acquired without the
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necessity for the execution of any separate instrument. If phases and/or parcels within the Land
“are sold individually, Coordinator will ensure that at such time as the Landowner Payment has
been paid in full for that particular phase and/or parcel, Coordinator shall recofd such documents
as are reasonably requested to reflect payment in full for that particular phase and/or parcel,
without releasing the Agreement from any other portion of the Land for which the Landowner
Payment has not been paid in full. It is the intent of this Agreement to record any release or

waiver document as requested which relates to parcels and or plats that are paid in full.

[Signatures are on the following page.]
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IN WITNESS WHEREOF, the Parties have entered into this Agreement as of the date
first above written.

COORDINATOR:
Global Water Resources, LLC
~ a Delaware Limited Liability Company

by &M{u/k Lde,

Cindy M. Liles, Senior Vice President
Global Water Resources, LLC

21410 N. 19% Avenue

Suite 201

Phoenix, Arizona 85027

LANDOWNER:
Sierra Negra Ranch LILC, a Nevada limited
liability company

By: SNR Management LLC, a Nevada limited
liability company
Its: Manager

By: Becker SNR LLC, a Nevada limited

W, T
Its: Managing Member
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STATE OF ARIZONA )
) ss.
County of Maricopa )
’ On \ - s 2006 before me,
) , @ Notary Public in and for said state, personally
appeared (.} Aa\es , personally known to me (or proved to me on

the basis of satisfactory evidence) to be the persons whose names are subscribed to the within
instrument and acknowledged to me that they executed the same in their authorized capacities,
and that by their signatures on the instrument, the persons, or the entity upon behalf of which the
persons acted, execuied the instrumnent.

WITNESS my hand and official seal.

_ Notary Public in.and for said State
My Commission Expires:

STATE OF CVata )

Comtyof ol y ‘

Cn , 141; o o 2006; before me,
MLJ— , a Notary Public in and for said- state, personally

appeared ZE% ot Reclo , personally known to me (or proved to me on
the basis of satisfactory evidence) to be the persons whose names are subscribed to the within
instrument and acknowledged to me that they executed the same in their authorized capacities,
and that by their signatures on the instrument, the persons, or the entity upon | behalf of which the
persons acted, executed the instrument. =

WITNESS my hand and official seal.

, *,"."' Ao, No. 6

My Commission Expires:

Jo/le/o?
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EXHIBIT A
INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT

LEGAL DESCRIPTION OF LAND
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No. 232313A

EXHIBIT "A"
PARCEL NO. 1:

THE WEST HALF OF SECTION 21,'TOWNSH_IP 2 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER
BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA; EXCEPT THE EAST 200 ACRES THEREOF.

PARCEL NO. 2:

THE NORTHWEST QUARTER OF SECTION 28, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND
SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA;

PARCEL NO. 3:

THE NORTHEAST QUARTER OF SECTION 29, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND
SALT RIVER BASE AND MERIDIAN, MARTICOPA COUNTY, ARIZONA; )

EXCEPT THAT PORTION OF THE SOUTH HALF OF THE NORTHEAST QUARTER OF SECTION 29,
TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA
COUNTY, ARIZONA, WHICH LIES WITHIN A STRIP OF LAND 308 FEET IN WIDTH, BEING 154 FEET
WIDE ON EACH SIDE OF THE FOLLOWING DESCRIPTION LINE:

BEGINNING AT A POINT ON THE WEST LINE OF SAID SECTION 29, WHICH POINT BEARS SOUTH 0
DEGREES 00 MINUTES 38 SECONDS WEST, 1476.85 FEET FROM THE NORTHWEST CORNER OF SAID
SECTION 29;

THENCE SOUTH 75 DEGREES 04 MINUTES 23 SECONDS EAST, 5470.76 FEET TO A POINT ON THE EAST
LINE OF SAID SECTION 29, WHICH POINT BEARS SOUTH 0 DEGREES 03 MINUTES 23 SECONDS WEST,
243,12 FEET FROM THE EAST QUARTER CORNER OF SAID SECTION 29, AS CONVEYED TO THE STATE
OF ARIZONA BY AND THROUGH ITS HIGHWAY COMMISSION BY WARRANTY DEED RECORDED IN
DOCKET 6586, PAGE 69.

PARCEL NO. 4:

THE WEST HALF OF THE SOUTHWEST QUARTER OF THE NORTHEAST QUARTER; AND

THE WEST HALF OF THE SOUTHEAST QUARTER OF THE SOUTHWEST QUARTER OF THE NORTHEAST
QUARTER; AND

THE WEST HALF OF THE NORTHEAST QUARTER OF THE SOUTHWEST QUARTER OF THE NORTHEAST
QUARTER OF SECTION 28, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE
AND MERIDIAN, MARICOPA COUNTY, ARIZONA.

PARCEL NO. 5:

THE SOUTHEAST QUARTER OF THE NORTHEAST QUARTER; AND

THE SOUTHEAST QUARTER OF THE NORTHEAST QUARTER OF THE NORTHEAST QUARTER OF SECTION
28, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN,
MARICOPA COUNTY, ARIZONA,

PARCEL NO. 6:

THE NORTHEAST QUARTER OF THE NORTHEAST QUARTER OF THE NORTHEAST QUARTER OF SECTION
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No. 232313A

28, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN,
MARICOPA COUNTY, ARIZONA.

PARCEL NO. 7:

THE EAST HALF OF THE SOUTHEAST QUARTER OF THE SOUTHWEST QUARTER OF THE NORTHEAST
QUARTER; AND

THE EAST HALF OF THE NORTHEAST QUARTER OF THE SOUTHWEST QUARTER OF THE NORTHEAST
QUARTER OF SECTION 28, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE
AND MERIDIAN, MARICOPA COUNTY, ARIZONA.
SILVER SPRINGS RANCH

PARCEL NO. 8:

ALL OF SECTION 32, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND
MERIDIAN, MARICOPA COUNTY, ARIZONA;

EXCEPT ALL MINERAL RESERVED UNTO THE STATE OF ARIZONA IN BOOK 334 OF DEEDS, PAGE 248
(AS TO THE SOUTHEAST QUARTER) AND IN BOOK 360 OF DEEDS, PAGE 10 (AS TO THE NORTH HALF
AND THE SOUTHWEST QUARTER)

PARCEL NO. 9:

THE SOUTHWEST QUARTER OF SECTION 33, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND
SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA.

PARCEL NO. 10:

THE WEST HALF OF THE NORTHEAST QUARTER AND THE NORTH HALF OF THE SOUTHEAST QUARTER
OF SECTION 7, TOWNSHIP 1 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND
MERIDIAN, MARICOPA COUNTY, ARIZONA.

EXCEPT THAT PORTION OF THE FOLLOWING DESCRIBED PARCEL OF LAND LYING WITHIN A 200 FOOT
STRIP, BEING 100 FEET ON EACH SIDE OF THE FOLLOWING DESCRIBED CENTERLINE:

BEGINNING AT A POINT NORTH 07° 7" 30° EAST, 1223.03 FEET FROM THE SOUTHEAST CORNER OF
SECTION 16, MERIDIAN MARICOPA COUNTY, ARIZONA;

THENCE NORTH 56° 07" 30’ WEST, 1783.55 FEET TO THE POINT OF CURVE OF A 09 15' CURVE TO THE
RIGHT, HAVING A RADIUS OF 22,918.3 FEET;

THENCE ALONG THE ARC OF SAID CURVE, A DISTANCE OF 433.33 FEET TO THE POINT OF TANGENT
OF SAID CURVE;

THENCE NORTH 55° 02" 30° WEST, 9949.29 FEET TO THE POINT OF CURVE OF A 4° 00' CURVE TO THE
LEFT, HAVING A RADIUS OF 1432.69 FEET;

THENCE ALONG THE ARC OF SAID CURVE, 417.29 FEET TO THE POINT OF TANGENT OF SAID CURVE;

THENCE NORTH 719 44" WEST, 4963.49 FEET TO THE POINT OF CURVE OF A 2° 00’ CURVE TO THE
RIGHT HAVING A RADIUS OF 2864.79 FEET;

THENCE ALONG THE ARC OF SAID CURVE, 489,17 FEET TO THE POINT OF TANGENT OF SAID CURVE;

THENCE NORTH 61° 57 WEST, 211.49 FEET TO A POINT ON THE WEST LINE SECTION 7, TOWNSHIP 1
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No. 232313A

NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY,
ARIZONA, SAID POINT SOUTH 0° 16" WEST, 394.03 FEET FROM THE NORTHWEST CORNER OF SAID
SECTION 7;

THE WEST HALF OF THE NORTHEAST QUARTER OF SECTION 7, TOWNSHIP 1 NORTH, RANGE 6 WEST
OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA, AS CONVEYED TO
MARICOPA COUNTY, A POLITICAL SUBDIVISION OF THE STATE OF ARIZONA BY QUIT CLAIM DEED
RECORDED ON DOCKET 2747, PAGE 161.

PARCEL NO. 11

ALL OF SECTION 6, TOWNSHIP 1 NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND
MERIDIAN, MARICOPA COUNTY, ARIZONA.

PARCEL NO. 12

THE SOUTH HALF AND THE NORTHWEST QUARTER OF SECTION 31, TOWNSHIP 2 NORTH, RANGE 6
WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA;

EXCEPT FROM LOTS 1 AND 2 AND THE EAST HALF OF THE NORTHWEST QUARTER THEREOF, ALL
MINERALS AS RESERVED UNTO THE UNITED STATES IN THE RECORDED PATENT TO SAID LAND
RECORDED IN DOCKET 2623, PAGE 394, '

PARCEL NO. 13

THE NORTHEAST QUARTER OF SECTION 31, TOWNSHIP 2 NORTH, RANGE 6 WEST, OF THE GILA AND
SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA.

Page 8
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EXHIBITB
INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT

SITE PLAN
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EXHIBIT C

II\IFRASTRUC’IURE COORDINATION, FINANCE AND OPTIONAGREEMENT

START WORK NOTICE

SAMPLE START WORK NOTICE

Invoice Date:
Due Date:

Invoiceto:  Landowner Name
Landowner Address

By issnance of this Start Work Notice, Landowner notifies and authorizes Coordinator to
commence the bidding of the construction jobs necessary to provide water, wastewater and
reclaimed water services to the development.

Amount due:
Number of lots within development 1,000
Start Work Notice fee per lot $500

Invoice Amount ; $500,000
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EXHIBIT D

FRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT

DESCRIPTION OF WUGT AND HUC SERVICES TO BE COORDINATED BY COORDINATOR

WUGT

Coordinator warrants that the following description of services includes all approvals, permits
and requirements necessary to provide water service to the project.

Expand CC&N water service area to include the Land, if necessary, including filing
for a CC&N expansion within 30 days of closing of the acquisition of WMC and
WUGT; ,

Prepare a master water plan with respect to the Land;

Confirm, construct and/or develop sufficient water plant, well source capacity and
Central Arizona Project water source capacity and delivery systems for the Land;
Extend a water distribution main line to the Delivery Points;

Provide will-serve letters to applicable governmental agencies necessary for final
Plat Approvals with a schedule of commitment dates personalized for the Land;
Provide a 100-year assured water supply through Department of Water Resources
via an Assured Water Designation or assist Landowner with the Certificate for
Assured Water Supply application required for final Plat Approvals and Department
of Real Estate approvals;

Prepare Interim Use Permit for Land as described within this Agreement;

Provide expedited final subdivision plat water improvement plan check and
coordination with the Arizona Department of Environmental Quality for Approvals
to Construct; and,

Obtain/Develop facilities extension agreement for construction of infrastructure
within the Land (subject to reimbursement).

HUC

Coordinator warrants that the following description of services includes all approvals, permits
and requirements necessary to provide reclaimed water and wastewater service to the project.

Expand CC&N wastewater service area to inchude the Land, including filing for a
CC&N or CC&N expansion within 30 days of closing of the acquisition of WMC
and WUGT;

Prepare a master wastewater plan with respect to the Land;

Develop a master reclaimed water treatment, retention, and distribution plan.
inclnding interim well water supply for lake storage facilities;

Confirm, construct and/or develop sufficient wastewater plant capacity and Off-Site
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Facilities for the Land; )
Extend a wastewater collection system main line to the Delivery Points;
Extend a reclaimed water line to a water storage facility within the Land;

Provide all permitting and regulatory approvals including but not limited to an
Aquifer Protection Permit and Maricopa County Association of Governments
(MAG) 208 Water Quality Plan as necessary;

Provide will-serve letters to applicable governmental agencies necessary for final
Plat Approvals with a schedule of commitment dates personalized for the Land;
Provide expedited final subdivision plat wastewater improvement plan check and
coordination with the Arizona Department of Environmental Quality for Approvals
to Construct; and,

Obtain/Develop facilities extension agreement for construction of infrastructure
within the Land (subject to reimbursement),
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EXHIBITE
INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT

WATER FACILITIES EXTENSION AGREEMENT

This Agreement is made this day of , 2005 by and between

WATER UTILITY OF GREATER TONOPAH an Arizona corporation ("Company"), and

,an ("Developer”).

RECITALS:
A. Developer desires that water utility service be extended to and for its real estate

development located in Parcel of consisting of (single family,

multi-family or commercial) lots, in Maricopa County within the general vicinity of the City of '

Arizona (the "Development”). A legal description for the Development is attached

hereto as Exhibit "A" and incorporated herein by this reference. The Development is located
within Company’s Certificate of Convenience and Necessity (“CC&N™), and the Company shall
be responsible for extending service to the Delivery Points identified in Exhibit “B™ hereto, and
Company requires no further payment from Developer for Off-Site Facilities.

B. Company is a public service corporation as defined in Article XV, Section
2 of the Arizona Constitution which owns and operates a sewage treatment plant and collection
system and holds a CC&N from the Commission granting Coﬁpwy the exclusive right to
provide sewer utility service within portions of Maricopa County, Arizona.

C. Developer is willing to construct and install facilities within the
Development necessary to extend sewer utility service within the Development which facilities-

shall connect to the Company’s system as generally shown on the map attached hereto as Exhibit
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“B.” Company is willing to provide water utility service to the Development in accordance with
relevant law, including the rules and regulations of the Commission on the condition that
Developer fully and timely perform the obligations and satisfy the conditions and requirements

set forth below.

COVENANTS AND AGREEMENTS:

NOW, THEREFORE, in consideration of the following covenants and
agreements, and other good and valuable consideration, the feceipt and sufficiency of which are
hereby acknowledged, the Parties hereby agree as follows:

1. Construction of On-Site Facilities. Developer agrees to construct and

install water distribution mains and pipelines, valves, booster stations, hydrants, fittings, service
lines and all other related facilities and improvements necessary to provide water utility service
to cach lot or building within the Development as more particularly described in Exhibit “C™
attached hereto and incorporated hercin by thig reference (referred to hereinafter as the
"Facilities"). The Facilities shall connect to the Company’s system at the point shown on the
approved plans as generally depicted on the map attached hereto as Exhibit “B” (the “Delivery
Points”) and shall be designed and constructed within the Development in a manner which
allows the provision of safe and reliable water utility service to each lot therein. Subject to the.
terms and conditions set forth herein (including, without limitation, Company's rights of plan
review and approval and inspection of final construction), Developer shall be responsible for all
construction activitics associated with the Facilities, and Developer shall be liable for and pay
when due all costs, expenses, claims and liabilities associated with the construction and

installation of the Facilities. Company shall be responsible for payment, financing, construction
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and design of any and all Off-Site Facilities without any additional compensation from
Developer. Under this Agreement, “Off-Site Facilities” means those water and reclaimed water
facilities to be constructed by Company or its affiliates under this Agreement, including all
water, reclaimed water, and treatment, transmission, storage, pumping, and delivery facilities
constructed either off the Land or on the Land to the Delivery Points as defined and agreed by
the Parties.

2. Construction Standards and Requirements. The Facilities shall meet
and comply with Company's reasonable standards and specifications, and all engineering plans
and specifications for the Facilities shall be approved by Company and its engineers
(“Company’s Engineer”), prior to the commencement of construction with such approval not be
unreasonably withheld. Company and Company’s Engineer shall review the plans and
specifications and shall provide any requirements or comments as soon as practicable.
Developer shall require that its contractor be bound by and conform to the plans and
specifications for the Facilities as finally approved by Company. The construction and
installation of the Facilities shall be in conformance with the applicable regulations of the
Arizona Department of Environmental Quality (“ADEQ”), the ACC, and any other
governmental authority having jurisdiction there over.

3. Right of Insmﬁon; Corrective Action. Company shall have the right to

have Company’s Engineer inspect and test the Facilities at reasonable times during the course of
construction as necessary to ensure conformance with plans and specifications. If at any time
before the final acceptance by Company of the Facilities any construction, materials or
workmanship are found to be defective or deficient in any way, or the Facilities fail to conform

to this Agreement, then Company may reject such defective or deficient construction, materials
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and/or workmanship and require Developer to fully pay for all necessary corrective construction
efforts (“Corrective Action™). Company reserves the right to withhold approval and to forbid
connection of any defective portion of the Facilities to Company’s system unless and until the
Facilities bave been constructed in accordance with plans and specifications and all applicable
regulatory requirements. Further, Developer shall promptly undertake any Corrective Action
required to remedy such defects aﬁd deficiencies in construction, materials and workmanship
upon receipt of notice by Company. The foregoing nomdthstanding, Company shall not
unreasonably withhold or delay acceptance of the Facilities.

| 4. Transfer of Ownership. Upon completion and approval of the as-built -
Facilities by Company and any other governmental authority whose approval is required,
» Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale
in a form satisfactory to Company. Thereafter, Company shall be the sole owner of the Facilities
and be responsible for their operation, maintenance and repair, Company's ownership and
responsibility shall include all distribution mains and/or related appurtenances within the
Development up to the point of connection to the service line of each customer receiving service.
Maintenance and repair of each service line, which lines are not part of the Facilities, shall be
Developer's, the Development’s or each individual customers’ responsibility. All work
performed by or on behalf of Developer shall be warranted by Developer for one year from the
date of transfer of the Facilities to Company against defects in materials and workmanship,
Developer shall also covenant, at the time of transfer, that the Facilities are free and clear of aIl.
liens and encumbrances, and unless the time period for filing lien claims has expired, shall
provide evidence in the form of lien waivers that all claims of contractors, subcontractors,

mechanics and materialmen have been paid and satisfied.
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5.  Final As-Built Drawings and Accounting of Construction Costs.

Immediately following completion and approval of the Facilities, Developer shall provide
Company with three sets of as-built drawings and specifications for the Facilities and a
reproducible copy of such drawings. Developer shall also proviée an accounting of the cost of
constructing and installing the Facilities, which amount shall be refundable in accordance with
paragraph 8, below. Company shall have no obligation to furnish service to the Development or
to accept the transfer of the Facilities until Developer has complied with this paragraph.

6. Easements. Developer shall be responsible for obtaining all necessary
easements and rights-of-way for the construction and installation, and subsequent operation,
maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate
size, location, and configuration so as to allow Company ready access to the Facilities for-
maintenance and repairs and other activities necessary to provide safe and reliable water utility
service. Such easements and rights-of-way shall be provided 1o Company by Developer at the
same time as Developer transfers ownership of the Facilities pursuant to paragraph 4, above. At
the time of transfer, all easements and rights-of-way shall be free of physical encroachments,
encumbrances or other obstacles. Company shall have no responsibility to obtain or secure on
Developer's behalf any such easements or rights-of-way.

7. Reimbursement for Engineering and Other Fees and Expenses.
Developer shall also reimburse Company for the reasonable costs, expenses and fees, including
legal fees and costs that are incurred by Company for preparation of this Agreement, for
reviewing and approving the plans and specifications for the Facilities to be constructed by
Developer, for inspecting the Facilities during construction and other supervisory activiﬁes

undertaken by Company, for obtaining any necessary approvals from governmental authorities
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(collectively the “Administrative Costs”). For such purpose, at the time of the signing of thi.s
Agreement, the Developer will pay an advance to the Company of Seven Thousand Five
Hundred Dollars ($7,500). Developer shall provide additional advances to Company, as may be
reasonably requested by Company in writing from time-to-time, to reimburse Company for any
additional Administrative Costs it incurs. In no event shall such Administrative Costs exceed
10.0% of the cost of the Facilities. All amounts paid to Company pursuant to this provision shall
constitute advances in aid of construction and be subject to refund pursuant to paragraph 8,
below.

8. Refunds of Advances. Company shall refund annuaily to Developer an

amount equal to seven percent (7%) of the gross annual revenues received by Company from the
provision of water utility service to each bona fide customer within the Development. Such
refunds shall be paid by Company on or before the first day of August, commencing in the fourth.
calendar year following the calendar year in which title to the Facilities is transferred to and
accepted by Company and continuing thereafter in each succeeding calendar year for a total of
twenty-two (22) years. No interest shall accrue or be payable on the amounts to be refunded
hereunder, and any unpaid balance remaining at the end of such twenty-two year period shall be
non-refundable. In no event shall the total ::ﬁlount of the refunds paid by Company hereunder_
exceed the total amount of all advances made by Developer hereunder. For the purposes of this
provision, the total amount of Developer's advances shall be equal to Developer's actual cost of
constructing the Facilities, less the costs of any corrective action as defined in paragraph 3
above, the costs of curing any defects arising during the warranty period, as provided herein, and
the costs of any unreasonable overtime incurred in the construction of the Facilities, above, and

the amounts paid by Developer to Company for Administrative Costs pursuant to paragraph 7,
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above.

9. Company's Obligation to Serve. Subject to the condition that Developer
fully perform its obligations under this Agreement, Company shall provide water utility service
to all customers within the Development in accordance with Company's tariffs and schedule of
rates and charges for service, the rules and regulations of the Commission and other regulatory
authorities and requirements. However, Company shall have no obligation to accept and operate
the Facilities in the event Developer fails to make any payment provided in this Agreement, fails
to construct and install the Facilities in accordance with Company's standards and specifications .
and in accordance with the applicable rules and regulations of ADEQ, the Commission or any
other governmental authority having jurisdiction there over, or otherwise fails to comply with the
terms and conditions of this Agreement. Developer acknowledges and understands that
Company will not establish service to any customer within the Development until such time as
Company has accepted thc; transfer of the Facilities, and all amounts that Developer is required to A
pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company
shall not terminate service to any customer within the Development to whom service has been
properly established as a conmsequence of any subsequent breach or nonperformance by
Developer hereunder.

10.  Liability for Income Taxes. In the event it is determined that all or any
portion of Developer’s advances in aid of construction hereunder constituted taxable income to '
Company as of the date of this Agreement or at the time Company actually receives such
advances hereunder, and if no reasonable alternative business arrangement then exists to avoid
such tax effect, Developer will advance funds to Company equal to the income taxes resulting

from Developer’s advance hereunder. These funds shall be paid to Company within twenty (20)
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days following notification to Developer that a determination has been made that any such
advances constitute taxable income, and such tax funds are then due and payable, whether by
virtue of any determination or notification by a governmental authority, amendment to the
Internal Revenue Code, any regulation promulgated by the Internal Revenue Service, or similar-
change to any statute, rule or regulation relating to this matter. Such notification shall include
documentation reasonably necessary to substantiate the Company’s liability for income taxes
resulting from the Developer’s advances in aid of construction under this Agreement. In the
event that additional funds are paid by Developer under this paragraph, such funds shall also
constitute advances in aid of construction. In addition, Developer shall indemnify and hold
Company harmless for, from and against any tax related interest, fines and penalties assessed
against Company and other costs and expenses incurred by Company as a consequeﬁce of late
payment by Developer of amounts described above,

11.  Netice. All notices and other written communications required hereunder
shall be sent to the parties as follows:

COMPANY:

Water Utility of Greater Tonopah

Attn: Cindy M. Liles, Senior Vice President

21410 N. 19™ Avenue

Svuite 201

Phoenix, Arizona 85027

DEVELOPER:

Each party shall advise the other party in writing of any change in the manner in which

notice is to be provided hereunder.
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12, Governing Law. This Agreement, and all rights and obligations
hereunder, shall be subject to and governed by the rules and regulations of the Commission
relating to domestic water utilities and' generally shall be govemed by and construed in
accordance with the laws of the State of Arizona. Developer understands and acknowledges that
Company's rates and charges, and other terms and conditions applicable to its provision of utility
service, may be modified from time-to-time by order of the Commission. Company shall
provide Developer with copies of such orders that may affect Deveioper’s rights and obligations
hereunder.

13. Time is of the Essence. Time is and shall be of the essence of this’
Agreement. .

14.  Indemnification: Risk of Loss. Developer .shall indemnify and hold
Company harmless for, from and against any and all claims, demands and other liabilities and
expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise
relating to Developer's failure to comply with any of the terms and conditions contained herein, .
including (without limitation) Company's refusal to serve any unit within the Development based
on Developer's failure to pay all amounts required hereunder in a timely manner. Developer's
duty to indemnify Company shall extend to all construction activities undertaken by Developer,
its contractors, subcontractors, agents, and employees hereunder. Developer's duty to indemnify
shall not apply to the extent any claims, demands and/or othet liabilities and expenses are caused
by Company's negligent or intentional actions or inaction. Company shall indemnify and hold
Developer harmless for, from and against any and all claims, demands and other liabilities and
expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise

relating to Company's failure 1o comply with any of the terms and conditions contained herein.
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Company's duty to indemnify Developer shall extend to all construction actjvities undertaken by
Company, its contractors, subcontractors, agents, vand employees hereunder. Company's duty to
indemmify shall not apply to the extent any claims, demands and/or other liabilities and expenses
are caused by Developer's negligent or intentional actions or inaction. This indemnity clause
shall not apply to the extent such claim, demand, liability and/or expense is attributable to any
third party.

15.  Successors and Assigns. This Agreement may be assigned by either of
the parties provided that the assignee agrees in writing to be bound by and fully perform all of
the assignor's duties and obligations hereunder. This Agreement and all terms and conditions
contained herein shall be binding upon and shall inure to the benefit of the successors and
assigns of the parties.

16.  Dispute Resolution. The parties hereto agree that each will use good
faith efforts to resolve, through negotiation, disputes arising hereunder without resorting to

mediation, arbitration or litigation.

17.  Attorneys’ Fees. The prevailing party in any litigation or other
proceeding conceming or related to this Agreement, or the enforcement thereof, shall be entitled
to recover its costs and reasonable attorneys’ fees.

18.  Authority to Perform. Company represents and warrants to Developer
that Company has the right, power and authority to enter into and fully perform this Agreement.
Devcloper represents and warrants to Company that Developer has the right, power and authority

to enter into and fully perform this Agreement.

DEVELOPER: COMPANY:

WATER UTILITY OF GREATER TONOPAH
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an Arizona corporation

By _ By

Its Cindy Liles
Its: Senior Vice President
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EXHIBIT “B”
Point(s) of Connection [Delivery Point(s))
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EXHIBIT “C”

Water Facilities Budget
{Reguired to be completed by Developer prior to execution of agreement)

Ttem QTY UNIT UNIT $ TOTAL $
8” C-900, Class 150 Water Main - LF
8” Valve Box & Cover EA
Fire Hydrant, Complete EA
3/ 4” Double Water Service EA
3/ 4” Single Water Service ~EA
1 ¥’ Landscape service EA
2” Landscape service EA
1” Landscape service EA
Subtotal

Sales Tax

Total




20060939440

EXHIBITF
INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT

SEWER FACILITIES EXTENSION AGREEMENT

This Agreement is made this day of , 2005 by and

between HASSAYAMPA UTILITY COMPANY, an Arizona corporation ("Company"),

,an ("Developer™).

RECITALS:
A. Developer desires that sewer utility service be extended to and for its real estate

development located in Parcel of consisting of (single family,

multi-family or commercial) lots, in Maricopa County within the general vicinity of the City of
Maricopa, Arizona (the "Development”). A legal description for the Development is attached
hereto as Exhibit "A" and incorporated herein by this reference. The Development is located
within Company’s Certificate of Convenience and Necessity (“CC&N”), the Company has shall
be responsible for extending service to the Delivery Points identified in Exhibit “B” hereto, and
the Company requires no further payment from Developer for Off-Site Facilities.

B. Company is a public service corporation as defined in Article XV, Section
2 of the Arizona Constitation which owns and operates a sewage treatment plant and collection
system and holds a CC&N from the Commission granting Company the exclusive right to
provide sewer utility service within portions of Maricopa County, Arizona,

C. Developer is willing to construct and install facilities within the _
Development necessary to extend sewer utility service within the Development which facilities
shall connect to the Company’s system as generally shown on the map attached hereto as Exhibit

“B” (the “Delivery Points”). Company is willing to provide sewer utility service to the




20060939440

Development in accordance with relevant law, including the rules and regulations of the
Commission on the condition that Developer fully and timely perform the obligations and satisfy
the conditions and requirements set forth below.

COVENANTS AND AGREEMENTS:
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NOW, THEREFORE, in consideration of the following covenants and agreements, and
other good and valuable consideration, the receipt and sufficiency of which are hereby

acknowledged, the parties hereby agree as follows:

1. Construction of On-Site Facilities. Developer agrees to construct and

© install sewage collection mains, manholes, pumping stations and/or such other facilities and

improvements necessary to provide sewer utility service to each lot or building within the
Development as more particularly described in Exhibit “C” attached hereto and incorporated
herein by this reference (referred to hereinafter as the "Facilities”). The Facilities shall connect
to the Company’s system at the point shown on the approved plans as generally depicted on the
map attached hereto as Exhibit “B” (the “Delivery Points”), and shall be designed and
constructed within the Development in 2 manner which allows the provision of safe and reliable
sewer utility service to each lot therein. Subject to the terms and conditions set forth herein
(including, without limitation, Company's rights of plan review and approval and inspection of
final construction), Developer shall be responsible for all construction activities associated with
the Facilities, and Developer shall be liable for and pay when due all costs, expenses, claims and
liabilities associated with the construction and installation of the Facilities. Company shall be
responsible for payment, financing, construction and design of any and all Off-Site Facilities
without any additional compensation from Developer. Under this Agreement, “Off-Site
Facilities” means those wastewater facilities to be constructed by Company or its affiliates under
this Agreement, including all wastewater plant, production, treatment, transmission, storage,
pumping, and delivery facilities constructed cither off the Land or on the Land to the Delivery

Points as defined and agreed by the Parties.




20060939440

2. Construction Standards and Requirements. The Facilities shall meet
and comply with Company's reasonable standards and specifications, and all engineering plans
and specifications for the Facilities shall be approved by Company and its engineers
(“Company’s Engineer”) prior to the commencement of construction with such approval not to
be unreasonably withheld. Company and Company’s Engineer shall review the plans and
specifications and shall provide any requirements or comments as soon as practicable.
Developer shall require that its contractor be bound by and conform to the plans and
specifications for the Facilities as finally approved by Company. The construction and
installation of the Facilities shall be in conformance with the applicable regulations of the
Arizona Department of Environmental Quality (“ADEQ”), the ACC, and any other
governmental authority having jurisdiction there over.

3. Right of Inspection; Corrective Action. Company shall have the right to
have Company’s Engineer inspect and test the Facilities at reasonable times during the course of
construction as necessary to ensure conformance with plans and specifications. If at any time
before the final acceptance by Company of the Facilities any construction, materials or
workmanship are found to be defective or deficient in any way, or the Facilities fail to conform
to this Agreement, then Company may reject such defective or deficient construction, materials
and/or workmanship and require Developer to fully pay for all necessary corrective construction
efforts {(*Corrective Action”). Company reserves the right to withhold approval and to forbid
connection of any defective portion of the Facilities to Company’s system uvnless and until the
Facilities have been constructed in accordance with plans and specifications and all applicable
regulatory requirements. Futther, Developer shall promptly underteke any Corrective Action

required to remedy such defects and deficiencies in construction, materials and workmanship
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upon receipt of notice by Company. The foregoing notwithstanding, Company shall not
unreasonably withhold or delay acceptance of the Facilities.

4. Transfer of Qwnership. Upon completion and approval of the as-built
Facilities by Company and any other govemnmental authority whose approval is required,
Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale
in a form satisfactory to Company. Company, in its sole discretion, may requite Developer to
conduct a video inspection of any of the Facilities prior to final approval and acceptance to
ensure that no breaks or similar defects exist. Thereafter, Company shall be the sole owner of
the Facilities and be responsible for their operation, maintenance and repair. Company's
ownership and responsibility shall include all pumping stations, manholes, collection and
transmission mains and/or related appurtenances within the Development up to the point of
connection of the sewer line of each customer receiving service to the collection main.
Maintenance and repair of each sewer service line, which lines are not part of the Facilities, shall
be Developer's, the Development’s or each individual customers’ responsibility. All work‘
performed by or on behalf of Developer shall be warranted by Developer for one year from the
date of transfer of the Facilities to Company against defects in materials and workmanship.
Developer shall also covenant, at the time of transfer, that the Facilities are free and clear of all
liens and encumbrances, and unless the time period for filing lien claims has expired, shall
provide evidence in the form of lien waivers that all claims of contractors, subcontractors,
mechanics and materialmen have been paid and satisfied.

5. Final As-Built Drawings and Accounting of Constmction Costs.
Immediately following completion and approval of the Facilities, Developer shall provide

Company with three sets of as-built drawings and specifications for the Facilities and a
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reproducible copy of such drawings. Developer shall also provide an accounting of the cost of
constructing and installing the Facilities, which amount shall be refundable in accordance with
paragraph 8, below. Company shall have no obligation to furnish service to the Development or
to accept the transfer of the Facilities until Developer has complied with this paragraph.

6. Easements. Developer shall be responsible for obtaining all necessary
easements and rights-of-way for the construction and installation, and subsequent operation,
maintenance and repair of the Facilities. Such easements and rights-of~way shall be of adequate
size, location, and configuration so as to allow Company ready access to the Facilities for
maintenance and repairs and other activities necessary to provide safe and reliable sewer utility
service. Evidence of such easements and rights-of-way shall be provided to Company by-
Developer at the same time as Developer transfers ownership of the Facilities pursuant to
paragraph 4, above. At the time of transfer, all easements and rights-of-way shall be free of
physical encroachments, encumbrances or other obstacles. Company shall have no responsibility
1o obtain or secure on Developer's behalf any such easements or rights-of-way.

7. Reimbursement for Engineering and Other Fees and Expenses.

Developer shall also reimburse Company for the reasonable costs, expenses and fees, including
legal fees and costs that are incurred by Company for preparation of this Agreement, for
reviewing and approving the plans and specifications for the Facilities to be constructed by
Developer, for inspecting the Facilities during construction and other supervisory activities
undertaken by Company, for obtaining any necessary approvals from governmental authorities.
(collectively the “Administrative Costs”). For such purpose, at the time of the signing of this
Agreement, the Developer will pay an advance to the Company of Seven Thousand Five

Hundred Dollars ($7,500). Developer shall provide additional advances to Company, as may be
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reasonably requested by Company in writing from tixne-to;titne, to reimburse Company for any

‘additional Administrative Costs it incurs. All amounts paid to Company pursuant to this
provision shall constitute advances in aid of construction and be subject to refund pursuant to
patagraph 8, below.

8. Refunds of Advances. Company shall refund annually to Developer an
amount equal to two and one-half percent(2.5%) of the gross annual revenues received by
Company from the provision of sewer utility service to each bona fide customer within the
De\?elopment. Such refunds shall be paid by Company on or before the first day of August,
commencing in the fourth calendar year following the calendar year in which title to the
Facilities is transferred to and accepted by Company and continuing thereafter in each
succeeding calendar year for a total of twenty-two (22) years. No interest shall accrue or be
payable on the amounts to be refunded hereunder, and any unpaid balance remaining at the end
of such twenty-two year period shall be non-refundable. In no event shall the total amount of the
refinds paid by Company hereunder exceed the total amount of all advances made by Developer
hereunder. For the purposes of this provision, the total amount of Developer's advances shall be
equal to Developer's actual cost of constructing the Facilities, less the costs of any corrective.
action as defined in paragraph 3 above, the costs of curing any defects arising during the
warranty period, as provided herein, and the costs of any unreasonable overtime incurred in the
construction of the Facilities, above, and the amounts paid by Developer to Company for
Administrative Costs pursuant to paragraph 7, above.

9. Company's Obligation to Serve. Subject to the condition that Developer
fully perform its obligations under this Agreement, Company shall provide sewer utility service

to all customers within the Development in accordance with Company's tariffs and schedule of
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rates and charges for service, the rules and regulations of the Commission and other regulatory
authorities and requirements. However, Company shall have no obligation to accept and operate
the Facilities in the event Developer fails to make any payment provided in this Agreement, fails
1o construct and install the Facilities in accordance with Company's standards and specifications
and in accordance with the applicable rules and regulations of ADEQ, the Commission or any
other governmental authority having jurisdiction there over, or otherwise fails to comply with the
terms and conditions of this Agreement. Developer acknowledges and understands that
Company will not establish service to any customer within the Development until such time as
Company has accepted the transfer of the Facilities, and all amounts that Developer is required to
pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company
shall not terminate service to ény customer w1thm the Development to whom service has been
properly established as a consequence of any subsequent breach or nonperformance by
Developer hereunder.

10.  Liability for Income Taxes. In the event it is determined that all or any
portion of Developer’s advances in aid of construction hereunder constituted taxable income to
Company as of the date of this Agreement or at the time Company actually receives such
advances hereunder, and if no reasonable alternative business arrangement then exists to avoid
such tax effect, Developer will advance funds to Company equal to the income taxes resulting

from Developer’s advance hereunder. These funds shall be paid to Company within twenty (20)

“days following notification to Developer that a determination has been made that any such

advances constitute taxable income, and such tax funds are then due and payable, whether by
virtue of any determination or notification by a governmental authority, amendment to the

Internal Revenue Code, any regulation promulgated by the Internal Revenue Setvice, or smular
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change to any statute, rule or regulation relating to this matter. Such notification shall include
documentation reasonably necessary to substantiate the Company’s liability for income taxes
resulting from the Developer’s advances in aid of construction under this Agreement. In the
event that additional funds are paid by Developer under this paragraph, such funds shall also
constitute advances in aid of construction. In addition, Developer shall indemnify and hold .
Company harmless for, from and against any tax related interest, fines and penalties assessed
against Company and other cost§ and expenses incurred by Company as a consequence of late
payment by Developer of amounts described above.

11.  Natice. All notices and other written communications required hereunder |
shall be sent to the parties as follows:

COMPANY:

Hassayampa Utility Company,

Attn: Cindy M. Liles, Senior Vice President

21410 N. 19" Avenue

Suite 201
Phoenix, Arizona 85027

DEVELOPER:

Each party shall advise the other party in writing of any change in the manner in which

notice is to be provided hereunder.

12, Governing Law. This Agreement, and all rights and obligations

hereunder, shall be subject to and governed by the rules and regulations of the Commission
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relating to dorﬁestic sewer utilities and generally shall be governed by and construed »in
accordance with the laws of the State of Arizona. Developer understands and acknowledges that
Company's rates and charges, and other terms and conditions applicable to its provision of utility
service, may be modified from time-to-time by order of the Commission. Company shall
~ provide Developer with copies of such orders that may affect Developer's rights and obligations
hereunder.

13. Time is of the Essence. Time is and shall be of the essence of this
Agreement.

14.  Indemnification: Risk of Loss. Developer shall indemnify and hold
Company harmless for, from and against any and all claims, demands and other liabilities and
expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise
relating to Developer's failure to comply with any of the terms and conditions contained herein,
including (without limitation) Company's refusal to serve any unit within the Development based
on Developer's failure to pay all amounts required hereunder in a timely manner. Developer's
duty to indemnify Company shall extend to all construction activities undertaken by Developer,-
its contractors, subcontractors, agents, and employees hereunder. Developer's duty to indemnify
shall not apply to the extent any claims, demands and/or other liabilities and expenses are caused
by Company's negligent or intentional actions or inaction. Company shall indemnify and hold
Developer harmless for, from and against any and all claims, demands and other liabilitics and
expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise
relating to Company's failure to comply with any of the terms and conditions contained herein.
Company's duty to indemnify Developer shall extend to all construction activities undertaken by

Company, its contractors, subcontractors, agents, and employees hereunder. Company's duty to
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indemnify shall not apply to the extent any claims, demands and/or otber liabilities and expenses
are caused by Developer’s negligent or intentional actions or inaction, This indemnity clanse
shall not apply to the extent such claim, demand, liability and/or expense is attributable to any
third party,

15.  Successors and Assigns. This Agreement may be assigned by either of
the parties provided that the assignee agrees in writing to be bound by and fully perform all of
the assignor's duties and obligations hereunder. This Agreement and all terms and conditions
contained herein shall be binding upon and shall inure to the benefit of the successors and
assigns of the parties.

16.  Dispute Resolution. The parties hereto agree that each will use good'
faith efforts to resolve, through negotiation, disputes arising hereunder without resorting to
mediation, arbitration or litigation.

17.  Attorneys’ Fees. The prevailing party in any litigation or other
proceeding concerning or related to this Agreement, or the enforcement thereof, shall be entitled
1o recover its costs and reasonable attorneys’ fees.

18.  Authority to Perform. Company represents and warrants to Develbper
that Company has the right, power and authority to enter into and fully perform this Agreement.
Developer represents and warrants to Company that Developer has the right, power and authority

to enter into and fully perform this Agreement,
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DEVELOPER: COMPANY:

HASSAYAMPA UTILITY COMPANY
an Arizona corporation

By By

Its Cindy M. Liles
Its: Senior Vice President
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EXHIBIT “A”
Legal Description
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EXHIBIT “B”
Point(s) of Connection (Delivery Point)
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Wastewater Mastsr Plan
Global Water Instaliations
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All Globai Water pipeline instaliations will be
completed prior to construction of p““ AemSuese s
roadways. ol ™

NIHAN SOHOOL RD. ' »
T A sy I2n'School Frond i
j ” - T B

h 3
Bl ST Lot Aesoernal
: 2-5 Dwhs

™ “a‘"wﬂ l’
- H

L
-~

N
AINTER
.,

1
H
H

¢ N

Site Plan

On File at

Gilobal Water Resources, LLC
21410 N 19™ AVE,, STE 201
i PHOENIX, AZ 85027

\
N Reelaimed Water Master Plan
Globat Water Installations

Reclaimed Water Pipelines parallel wastewater
cotlection pipelines within the major roadways
and will be installed by Global from the WRF
to a point of storage selected by developer.

I AR Global Water pipeline installations will be
- ! "
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completed prior o consmuction of paved roadways.
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EXHIBIT “C”

. Wastewater Facilities Budget
(Required to be completed by Developer prior o execution of agreement

Item QTY UNIT UNIT$ TOTAL $
8” SDR 35 Sewer Main - LF
- 10” SDR 35 Sewer Main LF
4’ Manhole EA
Sewer Cleanout EA
4” Sewer Service EA
Subtotal
Sales Tax

Total
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EXHIBIT G
INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT

OFF BITE FACILITIES

Water

Backbone/offsite water infrastructure includes all ground water wells, treatment facilities,
storage and distribution centers, and major distribution pipelines (typically 16” diameter or
greater) that generally run beneath major roadways. These roadways are usually located along
section lines and cover a one mile by one mile grid. Connection stubs to onsite/in-parcel
infrastructure are provided from these distribution pipelines.

Wastewater/Reclaimed Water

Backbone/offsite wastewater infrastructure includes all major collection pipelines (typically 18”
to 48” diameter) that generally run beneath major roadways. Connections to these pipelines are.
typically provided for the onsite/in-parcel wastewater collection system at designated locations
along a one mile by one mile section line grid. Backbone/offsite wastewater infrastructure also
includes all 1ift stations, reclamation facilities, and major reclaimed water distribution pipelines.
Reclaimed water infrastructure generally runs parallel to the wastewater main lines within the
major roadway to the onsite storage facility provided by the Landowner.
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EXHIBITH
INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT

The attached maps indicate proposed lines to be the responsibility of the utilities based on the
proposed land use plan submitted. Typically, the utility is responsible for water lines in size of
16 inch or greater and wastewater lines 18 inch or greater. The Delivery Points as designated on
the attached maps will change as agreed according to the final map.
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Potable Water Master Plan
Global Water Installations

Watsr Distribution Centers
WC (Storage and Pumping Stations)

Transmission Pipeline (Sized to

- Accommodate Regionaf Growth)

Northern and Scuthern Service Aress will be
operated as separate systems.

All Global Water pipeling instatiations will be
completed prior to construction of paved '
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o Global Water Resources, LLC
: 21410 N 19™ AVE,, STE 201
PHOENIX, AZ 85027
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EXHIBIT [
INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT

WATER UTILITY OF GREATER TONOPAH
21410 N. 19 Avenue, Suite 201
Phoenix, Arizona 85027

Date

Landowner Name and Address

RE: Will Serve Letter for,

Dear

Water Utility of Greater Tonopah, Inc. (“WUGT”) is a private water
company authorized by the Arizona Corporation Commission (‘ACC”) to furnish
water utility service within portions of Maricopa County. [Insert Name of
Landowner] has requested that WUGT provide water utility service to the
Development as set forth on the legal description attached to this letter as
Exhibit A. WUGT has determined that the Development is located partially
within WUGT's service territory, Within 30 days of the closing of the pending
acquisition of WUGT and the Western Maricopa Combine, WUGT shall file. an
application with the ACC seeking approval to extend WUGT's CC&N to include-
all of the land set forth on Exhibit A.

Based upon the inclusion of the above referenced land in the certificate
of convenience and necessity (CC&N) territory approved by the ACC, and
subject to execution of water line extension agreements by the Landowner and
other regulatory approvals including Arizona Department of Water Resources,
WUGT has agreed to provide water utility service to the Development. Further,
WUGT has agreed to finance and construct facilities and infrastructure
necessary to serve the Development in accordance with Line Extension
Agreement, and to achieve substantial completion of those facilities and
infrastructure within 18 months of the issuance of a Start Work Notice by
Landowner. Specifically, pursuant to the conditions noted above, WUGT shall
finance and construct the following facilities and infrastructure subject to final
engineering and regulatory approvals: [insert general description of facilities to
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be constructed].

Please feel free to contact me if you have any questions or require any
additional information. We look forward to serving your development.

Respectfully yours,

Cindy M. Liles
Senior Vice President
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HASSAYAMPA UTILITY COMPANY
21410 N, 19® Avenue, Suite 201
Phoenix, Arizona 85027

Date

Landowner Name and Address

RE: Will Serve Letter for

Dear

Hassayampa Utility Company (‘HUC”) has submitted an application to
the Arizona Corporation Commission (“ACC”) to form a private wastewater
company authorized to furnish reclaimed water and wastewater utility service

within portions of Maricopa County. Insert Name of Landowner] has requested

that HUC provide reclaimed water and wastewater utility service to the
Development as set forth on the legal description attached to this letter as
Exhibit A.

Based upon the ACC’s approval of the formation of the certificate of
convenience and necessity (CC&N) for HUC, the ACC’s approval to include the
Development in HUC's CC&N territory, execution of wastewater line extension
agreements by Landowner and other regulatory approvals including the MAG
208 amendment, HUC has agreed to provide reclaimed water and wastewater

utility service to the Development. Further, HUC has agreed to finance and-

construct facilities and infrastructure necessary to serve the Development in
accordance with Line Extension Agreement, and to achieve substantial
completion of those facilities and infrastructure within 18 months of the
issuance of a Start Work Notice by Landowner. Specifically, pursuant to the
conditions noted above, HUC shall finance and construct the following facilities
and infrastructure subject to final engineering and regulatory approvals:
{insert general description of facilities to be constructed].

Please feel free to contact me if you have any questions or require any
additional information. We look forward to serving your development.




20060939440

Respectfully yours,

Cindy M. Liles
Senior Vice President
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ARIZONA WATER COMPANY/SANTA CRUZ WATER COMPANY

C030730/0196941

Index of Electronic Copies of all Infrastructure Coordination and
Financing Agreements Entered Into by Global Water Resources, LLC.

[Produced 05/09/07 via C.D. as a supplemental response by Palo Verde Utilities’ Company
& Santa Cruz Water Company to Arizona Water Company’s data requests]

01. 01/20/04 | Infrastructure Coordination Agreement between Phoenix | 05/19/04 (Pinal)
Capital Partners, LLC and Elliott Homes, Inc. No. 2004-036881

02. 07/23/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Cool/El Dorado, LLC No. 2004-069878

03. 07/23/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Desert Sunrise, LLC No. 2004-069872

04. Undated Site plan entitled, “The Homestead at Rancho El NONE
Dorado”

05. 01/28/04 | Infrastructure Coordination Agreement between Phoenix | 05/19/04 (Pinal)
Capital Partners, LLC and Homestead Village North, No. 2004-036880
LLC

06. 01/28/04 | Infrastructure Coordination Agreement between Phoenix | 05/19/04 (Pinal)
Capital Partners, LLC and Homestead Village South, | No. 2004-036884
LLC

07. 07/01/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Jnan, LL.C No. 2004-069870

08. 07/01/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Jnan, LLC No. 2004-069869

09. 07/21/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Kruse Farms No. 2004-069864

10. 07/23/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Little/El Dorado, LLC No. 2004-069880

1. 07/23/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Mace Holdings, LLC No. 2004-069871

12. 07/23/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LL.C and Maricopa 240, LL.C No. 2004-069873

578798.1
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13. 07/23/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Maricopa 32, LLC No. 2004-069875

14. 07/23/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Maricopa 400, LLC No. 2004-069874

15. 07/23/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Casa Grande Highway 813, | No. 2004-069879
LC

16. 01/28/04 | Infrastructure Coordination Agreement between Phoenix | 05/19/04 (Pinal)
Capital Partners, LLC and Newport Holdings, Inc. No. 2004-036886

17. 01/28/04 | Infrastructure Coordination Agreement between Phoenix | 05/19/04 (Pinal)
Capital Partners, LLC and Pecan Valley Investments, No. 2004-036883
LLC '

18. 07/01/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Pitaco Farms Limited No. 2004-069867
Partnership

19. 07/01/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Pitaco Farms Limited No. 2004-069865
Partnership

20. 07/01/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Pitaco Farms Limited No. 2004-069868
Partnership

21 07/01/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and Pitaco Farms Limited No. 2004-069866
Partnership

22. 07/15/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and L&R Contracting Inc., No. 2004-069863
Trap King LLLP, Sue Flores, Pro Active Remarketing
LLC, Sean Aldous and Guy Gedeon

23. 01/28/04 | Infrastructure Coordination Agreement between Pheenix 05/19/04 (Pinal)
Capital Partners, LLC and Rio Verde/Munich 640, No. 2004-036882
LLC

24. 01/28/045 | Infrastructure Coordination Agreement between Global 05/19/04 (Pinal)
Water Resources, LLC and Santa Rosa Development, No. 2004-036885
Inc.

578798.1
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Infrastructure Coordination Agreement between Global

Water Resources, LLC and Bera Ventures, LLC; DAC
Maricopa Investment, LL.C; JJD Development, LLC;
Maricopa Investment Group, LLC;
Jacob/McCaslin/Eden, LL.C and Mesquite Groves,
LLC

(Pinal)
No. 2004-069881

09/07/04 (Pinal)

26. 07/23/04 | Infrastructure Coordination Agreement between Global
Water Resources, LLC and Western Pinal Industrial No. 2004-069877
Park, LC

27. 07/23/04 | Infrastructure Coordination Agreement between Global 09/07/04 (Pinal)
Water Resources, LLC and William P. Gore and No. 2004-069876
Margie L. Gore }

28. 12/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and 120 No. 2006-022187
Townsend, LL.C

29. 05/17/05 | Infrastructure Coordination and Finance Agreement 05/24/05 (Pinal)
between Global Water Resources, LL.C and Amarillo No. 2005-060422
Creek South, LLC and Desert Cedars, LLC '

30. 05/17/05 | Infrastructure Coordination and Finance Agreement 05/24/05 (Pinal)
between Global Water Resources, LLC and Amarillo | No. 2005-060421
Creek, LLC and Desert Cedars, LLC-

31. 07/21/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Anderson No. 2006-022193
and Barnes 580 LLP

32. -07/11/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Anderson & No. 2006-022198
Val Vista 6, LLC ' '

33. 12/19/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Brian No. 2006-022201
Blevins and Jessica Blevins

34. 12/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Bruce and No. 2006-022185
Karen, LLC

35. 10/31/05 02/14/06 (Pinal)

Infrastructure Coordination and Finance Agreement
between Global Water Resources, LLC and Michael
Nothum, Jr., Children’s Irrevocable Trust I and Carol
Kronwald Children’s Irrevocable Trust I

No. 2006-022205

578798.1
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"08/19/05

Infrastructure Coordination and Finance Agreement
between Global Water Resources, LLC and GKH
Limited, L.P.; East PAC, LLC and Loren Huweiler

36. Infrastructure Coordination and Finance Agreement (Pinal)
between Global Water Resources, LLC and Carranza No. 2006-022169
Associates, LLC

37. 12/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Casa No. 2006-022177
Grande Montgomery 240 Limited Partnership LLLP

38. 08/04/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)

' between Global Water Resources, LLC and CCB No. 2006-022207

Stanfield Estates, LLC

39. 12/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and CG 215 No. 2006-022188
Limited Partnership LLLP

40. 12/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Chartwell No. 2006-022184
40, LLC

41. 05/17/05 | Infrastructure Coordination and Finance Agreement 05/24/05 (Pinal)
between Global Water Resources, LLC and CHI No. 2005-060411 .
Construction Company

42. 10/20/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and CRW No. 2006-022203
Holdings I, LLC

43. 08/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Dart No. 2006-022197
Properties, LL.C

44. 05/17/05 | Infrastructure Coordination and Finance Agreement 05/24/05 (Pinal)
between Global Water Resources, LLC and Dennis M. No. 2005-060409
Peed and Carolyn Peed

45. 11/11/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Douglas No. 2006-022171
Payne

46. 12/06/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Gallup No. 2006-022194
Financial, LLC

47. 06/30/05 02/14/06 (Pinal)

No. 2006-022196
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Infrastructure Coordination and Finance Agreement
between Global Water Resources, LLC and Gallup
Financial, LLC

02/ (Pinal)
No. 2006-022192

49. 03/30/05 | Infrastructure Coordination and Finance Agreement 08/18/05 (Pinal)
between Global Water Resources, LLC and HAM No. 2005-106213
Maricopa, LLC and HAM Queen Creek, LLC

50. 03/30/05 Infrastructure Coordination and Finance Agreement 08/18/05 (Pinal)
between Global Water Resources, LLC and HAM No. 2005-106216
Maricopa, LLC

S1. 03/30/05 | Infrastructure Coordination and Finance Agreement | 08/18/05 (Pinal)
between Global Water Resources, LLC and HAM No. 2005-106214
Papago, LLC

S2. 03/30/05 | Infrastructure Coordination and Finance Agreement 08/18/05 (Pinal)
between Global Water Resources, LLC and HAM No. 2005-106215
Queen Creek, LLC; HAM Case Grande, LL.C; HAM-
Mesa, LLC; Abby Hannah Zeitlan Irrevocable Trust
U/T/A Dated October 1, 1991; Harry Sebastian Zeitlan
Irrevocable Trust U/T/A/ Dated October 1, 1991;
Mayan Ariel Zeitlan Irrevocable Trust U/T/A Dated
October 1, 1991

33. 03/30/05 | Infrastructure Coordination and Finance Agreement 08/18/05 (Pinal)
between Global Water Resources, LLC and HAM-Mesa, | No. 2005-106217
LLC

4. 07/21/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Hampden No. 2006-022190
and Chambers, LLC and Bevnorm Olice LLC

55. 06/24/05 | Infrastructure Coordination, Finance and Option 07/2 1./ 05
Agreement between Global Water Resources, LLC and (Maricopa)
Hassayampa Ranch Ventures, LLC No. 2005-1021381

56. 09/21/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Henry No. 2006-022200
McMillan and Alexander McMillan

57. 03/30/05 | Infrastructure Coordination and Finance Agreement 05/24/05 (Pinal)
between Global Water Resources, LLC and Hidden No. 2005-060420
Valley 11, LLC

58. 03/30/05 05/24/05 (Pinal)

Infrastructure Coordination and Finance Agreement
between Global Water Resources, LL.C and Hidden
Valley I, LLC

No. 2005-060419
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59. 03/30/05 Inructure oordia’u d ine geement
between Global Water Resources, LLC and Hondo 640, | No.2006-022170
LLC

60. 07/19/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and J.P. No. 2006-022191
Holdings Limited Partnership

61. 07/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and KEJE No. 2005-022204
Group, LLC

62. 1 05/17/05 | Infrastructure Coordination and Finance Agreement 05/24/05 (Pinal)
between Global Water Resources, LLC and Langley No. 2005-060417
Farms Investments, LLC

63. 08/04/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LL.C and Langley No. 2006-022209

, Stanfield Estates, LL.C

64. 08/25/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Langley No. 2006-022208
Stanmar 160, LLC and Rebinson Family Farms, LL.C

65. 05/17/05 | Infrastructure Coordination and Finance Agreement 05/24/05 (Pinal)
between Global Water Resources, LLC and MAL, LLC | No. 2005-060416

66. 05/17/05 | Infrastructure Coordination and Finance Agreement 05/24/05 (Pinal)
between Global Water Resources, LLC and Miller & No. 2005-060413
White 815, LLP

67. 12/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and No. 2006-022179
Montgomery 156 Limited Partnership LLLP

68. 05/17/05 | Infrastructure Coordination and Finance Agreement 05/24/05 (Pinal)

‘ between Global Water Resources, LLC and NF 26 No. 2005-060412

Land, LLC

69. 12/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and NS 120 No. 2006-022175
Limited Partnership

70. 08/10/05 02/14/06 (Pinal)

Infrastructure Coordination and Finance Agreement
between Global Water Resources, LLC and Parker
Estates, LLC

No. 2006-022206
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Infrastructure Coordination and Finance Agreement
between Global Water Resources, LLC and Pecan
Woods, LLC

(Pinal)
No. 2005-060414

Infrastructure Coordination and Finance Agreement
between Global Water Resources, LLC and Teel 80,
LLC :

72. 05/17/05 Infrastructure Coordination and Finance Agreement 06/01/05 (Pinal)
between Global Water Resources, LLC and Pinal 347, No. 2005-064326
LLC ‘ '

73. 05/17/05 | Infrastructure Coordination and Finance Agreement 05/24/05 (Pinal)
between Global Water Resources, LLC and No. 2005-060415
RAJACDEYV Real Estate Partners, LLC

74. 12/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Dana, LLC | No. 2006-022186

75. 08/10/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LL.C and Rio Lobo, No. 2006-022174
LLC :

76. 12/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Robin R. No. 2006-022189
Yount, LTD

7. 12/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and RRY Casa | No. 2006-022180
Grande 320 Limited Partnership LLLP

78. 12/01/05 - Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and RRY Real No. 2006-022182
Estate LLC

79. 12/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Sacaton BL, | No. 2006-022178
LLC ,

80. 07/19/05 | Infrastructure Coordination and Finance Agreement | 02/14/06 (Pinal)
between Global Water Resources, LLC and SCR, LLC | No. 2006-022199

81. 05/17/05 | Infrastructure Coordination and Finance Agreement - 05/24/05 (Pinal)
between Global Water Resources, LL.C and Stanfield No. 2005-060418
Holdings, L1.C

| 82. 12/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)

between Global Water Resources, LLC and SVVM 80 No. 2006-022181
Limited Partnership LLLC

83. 09/07/05 02/14/06 (Pinal)

No. 2006-022195
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between Global Water Resources, LLC and Dana B.
Byron and Jamie Maccallum

84. Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Terbus No. 2006-022172
Investments, LLC

85. 12/03/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Trading No. 2006-022183
Post Road, LLC and DLW Associates, LP

86. 05/17/05 | Infrastructure Coordination and Finance Agreement 05/24/05 (Pinal)
between Global Water Resources, LLC and Trend No. 2005-060408
Homes, Inc. ’

87. 10/06/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Val Vista & | No. 2006-022202
Montgomery, L1L.C

88. 05/17/05 | Infrastructure Coordination and Finance Agreement 05/24/05 (Pinal)

" | between Global Water Resources, LLC and Vineyards, | No. 2005-060410

LLC

89. 12/01/05 | Infrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and VV Monty | No. 2006-022176
LLC

90. 10/06/05 | mfrastructure Coordination and Finance Agreement 02/14/06 (Pinal)
between Global Water Resources, LLC and Williams No. 2006-022173
Family Revocable Trust, UTA; Lora G. Williams
Special Trust, UTA; Lora A. William Trust, UTA and
Mark C. William Revocable Trust, UTA

91. 07/21/06 | Infrastructure Coordination and Finance Agreement NONE
between Global Water Resources, LLC and ABCDW,
LLC; De Jong Arie H Family Trust Dated,; Millar
Charles & Ide Daniel William and Milky Way Dairy,
LLC

92. 07/21/06 Infrastructure Coordination and Finance Agreement NONE
between Global Water Resources, LLC and Anderson '
Palmisano Farms

93. 07/21/06 | Infrastructure Coordination and Finance Agreement NONE
between Global Water Resources, LL.C and Brian R.
Stevenson

94. 07/21/06 | Infrastructure Coordination and Finance Agreement 03/05/07 (Pinal)

No. 2007-027767
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9s.

07/21/06

Infrastructure Coordination and Finance Agreement
between Global Water Resources, LLC and Dana B.
Byron and Maritza Tse

03/05/07 (Pinal)
No. 2007-027768

96. 07/21/06 | Infrastructure Coordination and Finance Agreement NONE
between Global Water Resources, LLC and Cando
Ranch, LLC

97. 06/07/06 | Infrastructure Coordination and Finance Agreement 10/04/06 (Pinal)
between Global Water Resources, LLC and Chris Whitt | No. 2006-139523

98. 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LLC and Hartman No. 2006-132119
Ranch, LLC; Cole Maricopa 193, LLC and Philip McD
Hartman and Shirley Ann Hartman, as Co-Trustees of
the Philip McD and Shirley Ann Hartman Trust dated
June 15, 2004

99. 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LLC and Dana B. No. 2006-132113
Byron

100. 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LLC and Dana B. No. 2006-132114
Byron

101. 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LLC and Dye No. 2006-132128
Equities, LLC

102. | 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LLC and Eagle No. 2006-132115
Shadow South East, LLC

103. 07/11/06 | Infrastructure Coordination, Finance and Option 07/ 13/06
Agreement between Global Water Resources, LLC and | (Maricopa)
First American Title Insurance Company as trustee No. 2006-0939366
under Trust No. 8559

104. | 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LLC and Hogenes No. 2006-132111
Farms Limited Partnership

105. 07/21/06 09/21/06 (Pinal)

Infrastructure Coordination and Finance Agreement
between Global Water Resources, LLC and Ivett O.
Aviles

No. 2006-132122
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Infrastructure Coordination and Finance Agreement
between Global Water Resources, LLC and Quassey
Holdings, L1.C

106. 07/21/06 | Infrastructure Coordination and Finance Agreement 02/28/07 (Pinal)
between Global Water Resources, LLC and J-Con No. 2007-025647
Development, Inc.; Redwood Financial Ltd.; Profit
Sharing Plan & Trust, dated January 1, 1998 and The
Dale M. and Wanda S. Micetic Family Trust, dated 5-
29-96

| 107. 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)

between Global Water Resources, LLC and K. No. 2006-132112
Investment Enterprises, LLC

108. 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LLC and Kevin G. No. 2006-132127
Norby, LL.C

109. 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LLC and Kino Trails, | No. 2006-132120
LLC

| 110. 1 07/21/06 | mfrastructure Coordination and Finance Agreement 09/21/06 (Pinal)

between Global Water Resources, LLC and KSK Land | No. 2006-132117
Ventures, LLC

111 09/08/06 | Infrastructure Coordination and Finance Agreement NONE
between Global Water Resources, LLC and Maracay
Homes Arizona, I, LL.C

112. 07/21/06 | Infrastructure Coordination and Finance Agreement NONE
between Global Water Resources, LLC and Maricopa
120, LLC

113. 07/21/06 | Infrastructure Coordination and Finance Agreement 02/07/07 (Pinal)
between Global Water Resources, LLC and Montemore | No.2007-016473
Family Revocable Trust, dated August 31, 2005

114. 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LLC and NF 26 No. 2006-132118
Land, LL.C

115. 07/21/06 | Infrastructure Coordination and Finance Agreement 04/17/07 (Pinal)
between Global Water Resources, LLC and Nicholas J. | No. 2007-046079
Toronto; Colette Ann Toronto and NSB Investments,
LLC

116. 07/21/06 09/21/06 (Pinal)

No. 2006-132116
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Infrastructure Coordination and Finance Agreement
between Global Water Resources, LLC and Sunset
Mountain Development Group, LLC

117. 07/21/06 Infrastructure oordmation and Finance Agreement 10/1
between Global Water Resources, LL.C and Ray No. 2006-141209
Morrow

118. 07/21/06 | Infrastructure Coordination and Finance Agreement 02/13/07 (Pinal)
between Global Water Resources, LL.C and Redfield No. 2007-018719
Financial Partners VII, LLC

119. | 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LL.C and Redfield No. 2006-132123
Financial, Inc.

120. 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LLC and Redfield No. 2006-132124
Ring, LLC

121. 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LL.C and Redfield No. 2006-132129
Financial Partners V, LLC

122. 07/21/06 | Infrastructure Coordination and Finance Agreement 10/02/06 (Pinal)
between Global Water Resources, LLC and Rio Blanceo, | No.2006-138242
LLC

123. 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LLC and Rudelph No. 2006-132121
Lee Echeverria and Helen Biehn Echeverria

124. 07/10/06 | Infrastructure Coordination, Finance and Option 07/1 3t/ 06
Agreement between Global Water Resources, LLC and | (Maricopa)
Sierra Negra Ranch, LLC No. 2006-0939440

125. 1 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LLC and John E. No. 2006-132125
Smith and Mary Lou Smith; the Smith Family
Irrevocable Trust dated June 23, 1989 and the John
and Mary Lou Smith Family Trust dated April 29, 2002

126. 07/21/06 | Infrastructure Coordination and Finance Agreement 10/03/06 (Pinal)
between Global Water Resources, LLC and Southern No. 2006-138949
Dunes Golf Club, Inc.

1 127. 07/21/06 10/04/06 (Pinal)

No. 2006-139522
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128.

07/21/06 | Infrastructure Coordination and Finance Agreement

between Global Water Resources, LLC and TOTRR

and Trust Rollover dated December 31, 2003

Corp. and Redwood Financial Ltd., Profit Sharing Plan

10/02/06 (Pinal)
No. 2006-138243

129. 1 07/21/06 | Infrastructure Coordination and Finance Agreement 09/21/06 (Pinal)
between Global Water Resources, LLC and Walton No. 2006-132126
Cactus Springs Limited Partnership
130. 07/27/6 Infrastructure Coordination and Finance Agreement NONE
between Global Water Resources, LLC and Wildcat
Capital Managers, Inc.
NOTE:

There are a total of 7 ICFA’s that have not been recorded. (Tabs, 91-93, 96, 111-112 &

130)

There are 3 ICFA’s that have been recorded in Maricopa County. (Tabs 55, 103 & 124)
There are 119 ICFA’s that have been recorded in Pinal County.

Additionally, there is 1 folder (Tab 4) which contains only a site plan for the Homestead
at Rancho El Dorado. This appears to be related to the following ICFA in Tab 5 and
likely placed in its own folder by mistake.

578798.1
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Arizona Corporation Commission
BEFORE THE WB)RATION COMMISSION

CARL J. KUNASEK

CHAIRMAN SEP 171999
JIM IRVIN
COMMISSIONER DOCKeTED BY
WILLIAM A. MUNDELL : e,
- COMMISSIONER ‘

IN THE MATTER OF THE APPLICATION OF DOCKET NO. SW-03575A-98-0327

PALO VERDE UTILITIES COMPANY FOR A . 1.

CERTIFICATE OF CONVENIENCE AND

NECESSITY AND FOR APPROVAL TO ISSUE
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BY THE COMMISSION:

On June 22, 1998, Palo Verde Utilities Company (“PVU") and Santa Cruz Water Company
(“SCW™)' each filed with the Arizona Corporation Commission (“Commission™) an application for a
Certificate ~f Convenience and Necessity (“Certificate™) to provide public wastewater treatment and
water service, respectively, and for approval to issue common stock.

On February 26, 1999, the Commission’s Utilities Division (“Staff”’) filed a Motion to
Consolidate (“Motion™) the above-captioned matters for purposes of hearing.

On March 4, 1999, by Procedural Order, PVU’s and SCW'’s applications were consolidated

for purposes of hearing. Further, Applicants were ordered to provide notice of the applications and

Hereinafter, PVU and SCW referred to as Applicants.
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hearing thereon.

On April 7, 1999, Staff filed its Staff Report recommending approval of the applications 1u.
the Certificates herein after a hearing.?

On April 28, 1999, a full public hearing took place before a duly authorized Hearing Officer
of the Commission at its offices in Phoenix, Arizona. Applicants and Staff appeared with counsel.
At the conclusion of the proceeding, the matters were taken under advisement pending submission of
a Recommended Opinion and Order to the Commission.

* * * * % * * * * *

Having considered the entire record herein and being fully advised in the premises, the
Commission finds, concludes, and orders that:

FINDINGS OF FACT

1. On January 22, 1998, PVU and SCW filed applications for Certificates authorizing
them to construct, operate, and maintain facilities to provide wastewater treatment and water service
to the public in an area of approximately 1,640 acres in an unincorporated area of Pinal Cou
Arizona which is more fully described in Exhibit A, attached hereto and incorporated by reference.’

2. PVU and SCW are Arizona corporations that were incorporated by Mr. Michael
Reinbold who is a principal in Pecan Valley Investments L.L.C. (“Pecan™), a limited liability
company, that will be the sole owner of the stock of the two Applicants.

3. Mr. Reinbold is also a principal in another corporation, RHS Properties, Inc., which
together with El Dorado Holdings, Inc. is involved in a joint venture to develop the area described in
Exhibit A as a master planned 6,000 unit subdivision known as Rancho El Dorado (“Rancho”).

4. Rancho’s developers are also planning to develop a commercial village center and an
18-hole championship golf course with a 25 acre lake. Several schools will also be built in the area
sought to be certificated.

5. Applicants are projecting customer growth of 242 customers in their first year of

2

Although Staff inadvertently neglected to include in its recommendations in the Staff Report
approval of the financing applications, Staff recommended their approval at the hearing.

The area described in Exhibit A is located near the community of Maricopa and is located minutes from
Interstate 10 and Chandler, Arizona.

2 DECISION NO. /2/74.3
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DOCKET NO. SW-03575A-98-0327 ET AL.

operations and adding 242 customers per year thereafter.  Applicants project there will be
approximately 1,210 residential customers by the fifth year of operations.

6. There are no other public or municipal wastewater treatment or water utilities in or
near the area sought to be certificated herein that can provide the required services to the area
described in Exhibit A.

7. Rancho’s developers have secured the necessary zoning permits for construction in the
area described in Exhibit A.

8. PVU and SCW have obtained their required franchises from the Pinal County Board
of Supervisors which will permit them to construct their facilities within the public rights-of-way.

9. The ,roposed certificated area is located within the Pinal County Active Management
Area. Mr. Reinbold testified that there are approximately five wells located within the area described
in Exhibit A and that hydrology studies have revealed that SCW will have adequate water to supply
its customers.

10.  Although Applicants have no direct experience owning and operating public water and
wastewater facilities, Mr. Reinbold has previously been involved in the development of their
infrastructure and has been engaged in discussions with Aqua Source, a California-based company,
with experience in the operation of public utilities, to provide for their day to day management.

11.  Although Rancho’s development will take place in five phases, Mr. Reinbold
envisions a million gallon reservoir being constructed for each of the first two phases of development
for the water utility and 300,000 gallons per day of sewage treatment capacity for the first phase and
450,000 gallons per day of added sewage treatment capacity by the end of the second phase of
development. |

12. Asthe jéint venture partners develop Rancho, large parcels of land will be sold off to
between five and seven major home building companies that will actually build the homes within the
development.

13.  PVU and SCW have secured the services of a certified operator approved by the |
Arizona Department of Environmental Quality (“ADEQ”) who will be responsible for operating both

the wastewater treatment and water facilities.

3 ~ DECISION NO. (/542
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14.  Neither PVU nor SCW have secured a Certificate of Approval to Construct (“CA”
from ADEQ for either system. SCW has not secured a Certificate of Assured Water Supp:y
(“CAWS”) issued by the Arizona Department of Water Resources (“ADWR”) to any home builders
or developers that are ready to proceed with construction.

15.  While the construction plans and cost figures for both the wastewater treatment system
and the water utility appear to be reasonable and appropriate, there is no evidence with respect to
whether the proposed plant in service will be “used and useful” and such determination will have to
be made during a future rate proceeding.

16.  The initial rates and charges for SCW’s and PVU’s water and wastewater treatment

services, respectively, as recommended by Staff and as proposed by Applicants are as follows:

WATER RATES
Proposed Rates

SC Staff

MONTHLY USAGE CHARGE:
5/8” x ¥’ Meter | ' $25.00 $16.5¢
%" Meter 25.00 24.75
1” Meter 62.50 41.25
14” Meter 125.00 82.50
2” Meter 200.00 132.00
3" Meter 400.00 247.50
4” Meter 625.00 412.50
6" Meter ‘ 1,250.00 825.00
Gallons included 1n minimum 1,000 0
Gallonage Charge per 1,000 Gallons $2.60 $2.80

Construction and standpipe charge $3.60 $2.80

4 DECISION NO. ¢/ 773
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PAYMENT IN LIEU OF REVENUE CHARGE TO BUILDERS AND DEVELOPERS:*

5/8” x ¥ Meter $1,694.00 $0
¥ Meter 1,694.00 0
1’ Meter 4,235.00 0
1 ¥ Meter 8,471.00 0
2” Meter 13,553.00 0
3” Meter 27,106.00 0
4” Meter 42,353.00 0
6" Meter ‘ 84,705.00 0
SERVICE LINE AND METER INSTALLATION CHARGES:
{Refundable pursuant to A.A.C. R14-2-405)
5/8” x ¥a"” Meter $400.00 $370.00
¥ Meter 440.00 415.00
1” Meter 500.00 480.00
1 %" Meter 715.00 700.00
2" Meter Turbo 1,170.00 N/A
2” Meter Compound ' 1,700.00 $1,760.00
3” Meter Turbo 1,585.00 N/A
3" Meter Compound 2,190.00 $2,300.00
4" Meter Turbo 2,540.00 N/A
4” Meter Compound 3,215.00 $3,325.00
6" Meter Turbo 4,815.00 N/A
6” Meter Compound 6,270.00 $6,430.00
SERVICE CHARGE:
Establishment $25.00 $25.00
Establishment (A fter Hours) 50.00 45.00
Reestablishment (Within 12 Months) * *
Reconnection (Delinquent) $30.00 $25.00
Meter Move at Customer Request ' b Lo
After Hours Service Charge, per Hour $50.00 N/A
Duposit Rk kK
Meter Re-Read (If Correct) $15.00 $15.00
NSF Check 10.00 15.00
Late Payment Charge (Per month) 1.50% 1.50%
Deferred Payment (Per month) 1.50% 1.50%

* Number of months off system times the monthly minimum per A.A.C. R14-2-403(D).

¢ The record established that Applicants are proposing 4 :atiff for the impositiow of a Payment in Lieu of

Revenue (“Pilor”) Charge on builders and developers as their lots are sold to buyers in order to pay operating expenses to
keep the customers’ wastewater treatment and water rates lower than should be charged. Additionally, funds from these
charges will be added to subsequent equity investments to pay for the remainjng four phases of construction.

5 DECISION NO. {7/ ¥ 9.3
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** Cost which includes parts, labor, overhead and all applicable taxes.
**%  Per A.A.C.R14-2-403(B).

WASTEWATER TREATMENT RATES

Proposed Rates

PVU Staff

MONTHLY USAGE CHARGE: :
5/8” x ¥ Meter $33.00 $39.00
¥ Meter 33.00 58.50
1” Meter 82.50 97.50
1 2” Meter 165.00 195.00
2" Meter 264.00 312.00
3” Meter 528.00 585.00
4” Meter ' 825.00 975.00
6" Meter 1,650.00 1,950.00

EFFLUENT CHARGE:

Per Acre Foot $100.00 N/A

PAYMENT IN LIEU OF REVENUE CHARGE TO BUILDERS AND DEVELOPERS:

5/8” x ¥3” Meter $2,509.00 .
¥ Meter 2,509.00 0
1 Meter 6,272.00 0
1 14" Meter 12,544.00 0
2" Meter 20,070.00 0
3” Meter 40,139.00 0
4" Meter 62,718.00 0
6” Meter 125,435.00 0

SERVICE CHARGE:

Establishment ' $25.00 $25.00
Reestablishment (Within 12 Months) * *
Reconnection (Delinquent) v $30.00 $30.00
After Hours Service Charge, (Per Hour) 50.00 50.00
Deposit i h
NSF Check $10.00 $10.00
Late Payment Charge (Per month) 1.50% 1.50%
Deferred Payment (Per month) 1.50% 1.50%

* Number of months off system times the monthly minimum per A.A.C. R14-2-603(I"
*x Per A.A.C. R14-2-603(B).

17.  The record established that Applicants are proposing that the funds collected from the

6 DECISIONNO. 2/$43
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Pilor charges be treated for accounting purposes as revenues, and permit Applicants to, in effect,
build their future rate base indirectly with monies paid by the customers of the builders and
developers instead of with investor funds or by means of refundable advances pursuant to the terms
of main extension agreements with the builders and developers.

18. PVU'’s and SCW’s Pilor charges were initially to be paid to Applicants upon the sale
of each improved parcel or so called “super pad” to the major builders and developers. However,
during the proceeding, Applicants indicated that it would be acceptable to them if these fees are paid
on a per lot basis as each lot is resold by the builders to the future customers of PVU and SCW.

19. In this case, Staff recommends that the Commission not approve the usc of the
proposed Pilor charges primarily because Applicants’ utility plants would be constructed largely with
the contributed funds of the builders and developers and not by investor funds, debt or refundable
main extension agreements as is normally the case.

20.  Staff further recommends that the proposed Pilor fees should be rejected by the
Commission because they would be inequitable to PVU’s and SCW’s customers because the funds
would be collected by the homebuilders from the lot buyers and paid to Applicants to fund plant
construction and pay operating expenses. Subsequently, as utility plant is constructed with customer
funds, in future rate cases the customers will be required to pay in rates a return on utility plant that
their own funds have already paid for.

21.  Staff did not dispute that without the Pilor charges proposed by Applicants that PVU
and SCW could possibly suffer a loss of approximately 1.4 million dollars after five years of
operations based on Staff’s proposed rates and Applicants’ projections.

22. PVU and SCW have five possib'e solutions to offset hypothetical losses as follows:
first, PVU and SCW can be subsidized; second, Applicants may issue debt; third, Applicants may
apply for rate relief in order to provide more revenues to offset projected expenses; fourth, PVU and
SCW could utilize Commission approved refundable main extension agreements; and fifth,
Applicants may use a mixture of all of the preceding solutions, but Applicants did not give any
indication that they are willing to do so.

23.  Staff is also recommending that PVU and SCW include in their tariffs provisions for

7 DECISION NO. ./ 943
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the collection of any privilege, sales, or use tax with respect to their operations of the sewer and w
utility systems, in accordance with A.A.C. R14-2-409(D)(5) and A.A.C. R14-2-608(D)(.,,
respectively.

24, PVU’s and SCW’s financing applications seek the Commission’s authorization for
financing approval for the issuance of $2,896,301 in equity for PVU and $3,657,676 in equity for
SCW. The proceeds of these stock issuances will be used to fund the construction of the first phase
of the wastewater and water plants and to establish working capital.

25. It was then planned that monies from the Pilor fees along with additional equity
investments by Applicants’ owner would then be used to help fund plant construction during the four
remaining phases planned for the development of Rancho.

26.  According to Mr. Reinbold, if the Commission approves PVU’s and SCW’s proposed
rates and charges along with the proposed Pilor charges for the utilities, Applicants would be willing
to post appropriate performance bonds reflective of their expenses.

27.  Staff recommends that the Commission authorize PVU to issue up to $2,896,30
equity and that SCW be authorized to issue up to $3,657,676 in equity as requested in their
applications for financing approval.

28.  Although Staff’s revenue projections are inconsistent utilizing Staff’s rates, Staff
believes that Applicants will see a positive cash ﬂow possibly by the their third year of operations.
However, Staff believes that Rancho’s developers have the necessary funds to invest in Applicants
should the need for subsidization arise.

29.  Staff has recommendcd the corditinnal approval of PVU’s and SCW’s applications for

Certificates as follows:

. adopt Staff’s recommended rates and charges and order that PVU and SCW
file tariffs consistent with same without any Pilor charges;

. order that SCW file, within 365 days of the effective date of this Decision, a
copy of the developer’'s CAWS issued by ADWR for the first phase of
development;

. order that PVU and SCW file, within 365 days of the effective date of

Decision, copies of their CACs for their wastewater treatment and w
facilities issued by ADEQ for the first phase of development;

8 DECISION NO. &/ 943
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. order that PVU and SCW be author--1 to issue up to $2,896,301 and

: $3,657,676, respectively, in equity in order to fund the first phase of
development of Rancho;

. order that the conditional certificates approved for PVU and SCW,
respectively, be null and void if Applicants fail to meet the filing requirements
for the requisite CAWs and CACs within 365 days of the effective date of this
Decision;

. order that the Pilor tariffs filed by PVU and SCW be denied;

) order that PVU and SCW maintain their books and records in accordance with
the NARUC Uniform System of Accounts;

. order that PVU and SCW notify the Director of the Commission’s Utilities
Division within 30 days from the date that they first provide service to any
customer; and

. order that PVU and SCW file for rate review within 36 months from the date
that they provide service to their first customers.

30. In large part under the circumstances herein, we believe that Staff’s recommendations
with respect to the applications for Certificates and financing approvals for Applicants should be
approved. However, because of the disparities in the evidence with respect to projected revenues and
expenses and because we find that the Pilor tariffs should not be approved due to their inherent
inequities to PVU’s and SCW’s customers, we shall authorize those rates and charges proposed by
Applicants together with authorization that PVU and SCW may issue up to an additional $1,214,200
and $847,000 in equity, respectively, to offset possible shortfalls in their revenue projections needed
to fund plant constructions costs® if Applicants do not enter into any main extension agreements with
builders and developers or use other more conventional means of financing, such as debt.

31.  Additionally, we believe that since the record reveals these are “start up” utilities and
that sinc~ ~-ther the Applicants nor Mr. Reinbold have any prior experience in successfully
operating a public utility, perfonnahoe bonds in the amount of $118,000 for PVU and $82,000 for
SCW should ensure that Applicants will be able to continue operations for a reasonable peﬁod

without additional financial support, if necessary.®

3 These additional equity investments represent up to 2 years in projected Pilor fees for PVU and SCW,

respectively.
¢ These sums represent approximately 1/3 of Applicants’ projected second year operating expenses for
the respective utilities less depreciation expense.

9 DECISION NO. (/Y45
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32.  Lastly, because we are concerned with projected operational funding dispan*’
described by Applicants even with the utilization of their proposed rates and charges, we shall orac,
that Applicants file for rate review not later than 24 months after they first provide service to any

customer.

CONCLUSIONS OF LAW

1. Upon beéinning operations, PVU and SCW will be public service corporations within
the meaning of Article XV of the Arizona Constitution and A.R.S. §§ 40-281, 40-282, 40-301 and
40-302.

2. The Commission has jurisdiction ‘over PVU and SCW and the subject matter of the
applications.

3. Notice of the applications and hearing thereon was given in accordance with the law.

4. Applicants are fit and proper entities to receive Certificates authorizing them to
construct, operate, and maintain facilities to furnish wastewater treatment and water service to the
public in the area described in Exhibit A.

5. The public convenience and necessity require tﬁc issuance of Certificates to
Applicants authorizing them to provide wastewater treatment and water service to the public in the
area sought to be certificated herein.

6. Staff’s recommendations, as set forth in Finding of Fact No. 29 should be adopted
except as modified hereinafter.

7. The rates and charges authorized hereinafter are just and reasonable.

8. Applicants’ proposed Pilor tariffs should be denied.

9. PVU and SCW should file for rate review within 24 months from the date they first
provide wastewater treatment and water service to their first customer.

10.  PVU’s and SCW’s applications for financing approval should be approved as ordered
below.

11.  The financings approved herein are for lawful purposes within Applicants’ corporate
powers, are compatible with the public interest, with sound financial practices, and with the prc

performance by PVU and SCW of service as public service corporations, and will not impair PVU'’s

10 DECISIONNO. & /79>
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and SCW’s ability to perform that service.

12.  The financings approved herein are for the construction of the wastewater treatment
and water utility systems and are reasonably necessary for those purposes and such purposes are not,
wholly or inpart, reasonably chargeable to operating expenses or to income.

13. Performance bonds in the amounts of $118,000 for PVU and $82,000 for SCW, are
reasonably necessary to protect the interest of PVU’s aﬁd SCW’s prospective customers.

ORDER

IT IS THEREFORE ORDERED that the applications of Palo Verde Utilities Company and
Santa Cruz Water Company for Certificates of Convenience and Necessity authorizing them to
:onstruct, maintair. ~nd operate facilities in order to provide wastewater treatment and water service,
respectively, to the public in the area more fully described in Exhibit A be, and are hereby, granted;
provided that, within one year of the effective date of this Decision, Santa Cruz Water Company files

copy of the requisite Certificate of an Ass{edw Water Supply and Applicants file copies of the
Mes of Approval to Construct for both the wastewater treatment and water service facilities
for their first phase of development.

IT IS FURTHER ORDERED that the approval of the applications of Palo Verde Utilities
Company and Santa Cruz Water Company for Certificates of Convenience and Necessity shall be
expressly contingent upon Applicants posting, ét’l{t;’:en days before they first provide service to
any customer, a form of performance bond in the amount of $118,000 dollars and $82,000,
respectively, (cash deposit, surety bond, or similar altemative, i.e., g:ertiﬁcate of deposit) with the
Commission to insure that Palo Verde Utilities Company and Santa Cruz Water Company shall meet
their obligations arising under their Certificates; that in the event Applicants choose to make cash
deposits, said amounts shall be deposited with a federally insured financial institution and bear
interest at a commercially acceptable rate; and that the performance bonds shall be maintained until
Palo Verde Utilities Company and Santa Cruz Water Company achieve viable operations, are soid to
another utility company, are adjudicated not to be a public service company, or ten years have passed,
which ever is sooner, at which time the bonds will be returned té Applicants upon their applications

for same.

11 DECISIONNO. 7/ 7 %5
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IT IS FURTHER ORDERED that in the event that Palo Verde Utilities Company and Se

Cruz Water Company do not timely file copies of the documentation ordered in the first orderiuy

paragraph or file performance bonds or their equivalants as required by the second ordering

paragraph, then the Certificates of Convenience and Necessity for the area described in Exhibit A

shall be deemed to be denied, without further order by the Arizona Corporation Commission.
IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water

Company, respectively shall file tariffs containing the following rates and charges for their

wastewater treatment and water service:

SANTA CRUZ WATER COMPANY RATES

MONTHLY USAGE CHARGE:

5/8”7 x Y& Meter
¥4 Meter

1” Meter

1 12" Meter

2" Meter

3” Meter

4” Meter

6" Meter

Gallons included in minimum
Gallonage Charge per 1,000 Gallons

Construction and standpipe charge

$25.00
25.00
62.50
125.00
200.00
400.00
625.00
1,250.00

1,000
$2.60

$3.60

SERVICE LINE AND METER INSTALLATION CHARGES:

(Refundable pursuant to A.A.C. R14-2-405)

5/8” x ¥" Meter
3" Meter
1” Meter
1 42" Meter
2” Meter Turbo
2” Meter Compound
3” Meter Turbo
3” Meter Compound
4” Meter Turbo
4” Meter Compound
6" Meter Turbo
6" Meter Compound

12

$400.00
440.00
500.00
715.00
1,170.00
1,700.00
1,585.00
2,190.00
2,540.00
3,215.00
4,815.00
6,270.00

DECISION NO. Q/ G435
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SERVICE CHARGE:

Establishment $25.00
Establishment (After Hours) 50.00
Reestablishmen. (Within 12 Months) ' *
Reconnection (Delinquent) $30.00
Meter Move at Customer Request *k
After Hours Service Charge, per Hour $50.00
Deposit _ o
Meter Re-Read (If Correct) $15.00
NSF Check 10.00
Late Payment Charge (Per month) 1.50%
Deferred Payment (Per month) 1.50%

* Number of months off system times the monthly minimum per A.A.C. R14-2-403(D).

** Cost to include parts, labor, overhead and all applicable taxes.
***  Per A.A.C. R14-2-403(B).

PALO VERDE UTILITIES COMPANY SEWER RATES

MONTHLY USAGE CHARGE:
5/8” x ¥ Meter $33.00
¥a" Meter . 33.00
1" Meter ' 82.50
1 A" Meter ) 165.00
2” Meter 264.00
3” Meter 528.00
4” Meter 825.00
6" Meter 1,650.00
EFFLUENT CHARGE:
Per Acre Foot $100.00
SERVICE CHARGE:
Establishment $25.00
Reestablishment (Within 12 Months) *
Reconnection (Delinquent) $30.00
After Hours Service Charge, (Per Hour) 50.00
Deposit **
NSF Check $10.00
Late Payment Charge (Per month) 1.50%
Deferred Payment (Per month) _ 1.50%

13 DECISION NO. {/ 94/ 3
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* Number of months off system times the monthly minimum per A.A.C. R14-2—603([‘
*x Per A.A.C. R14-2-603(B).

IT IS FURTHER ORDERED that the rates and charges authorized herein shall be effective
for all service rendered until otherwise ordered by the Arizona Corporation Commission.

IT IS FURTHER ORDERED that the request for approval of a Payment in Lieu of Revenue
Charge by Palo Verde Utilities Company and Santa Cruz Water Company be, and are hereby, denied.

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water
Company shall notify the Director of the Commission’s Ultilities Division within 30 days of
providing service to their first customer.

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water
Company shall file a schedule with their tariffs for the collections of their proportionate share of any
privileges, sales, or use tax, in accordance with A.A.C. R14-2-409(D)(5) and A.A.C. R14-2-
608(D)(5), respectively.

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Wat~
Company are hereby authorized to issue up to $4,110,501 and $4,504,676, respectively, in equity ..
fund the first phase of wastewater treatment and water utility development at Rancho El Dorado.

IT IS FURTHER ORDERED that the authorizations stated above shall be expressly
contingent upon Palo Verde Utilities Company and Santa Cruz Water Company using the financing
proceeds for the purposes set forth in their applications. _

IT IS FURTHER ORDERED that Palo Verde Utilitiecs Company and Santa Cruz Water
Company shall be authorized to engage in any transactions and to execute any documents necessary
to effectuate the transactions.

IT IS FURTHER ORDERED that the approval of the financings set forth hereinabove does
not constitute or imply approval or disapproval by the Commission of any particular expenditure of
the proceeds derived there by for purposes of establishing just and reasonable rates.

IT IS FURTHER ORDERED that Applicants shall maintain their books and records in

accordance with the NARUC Uniform System of Accounts.

14 DECISIONNO. (/Y ¥ 3
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DOCKET NO. SW-03575A-98-0327 ET AL.

[/4 FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water
Company shall file for rate review not later than 24 months after the date they first provide service to

any customers.
IT IS FURTHER:ORDERED that this Decision shall become effective immediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

Q(MQEWWM
CHA N "COMMISSIONER »COMMISSIONER

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Secretary of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this (T day

1999.

DISSENT
MES: bbs
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SERVICE LIST FOR: PALO VERDE UTILITIES COMPANY AND SAN
CRUZ WATER COMPANY

DOCKET NO. SW-03575A-98-0327 AND W-03576A-98-0328

Jay L. Shapiro

FENNEMORE CRAIG

3003 North Central Avenue, Suite 2600
Phoenix, Arizona 85012-2913

Paul Bullis, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Director, Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007
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EXHIBIT A

LEGAL DESCRIPTION
PALO VERDE UTILITIES COMPANY
AND SANTA CRUZ WATER COMPANY

All of Sections 13 and 14, and that portion of Section 15 lying Easterly of the Westerly Right of Way
Line of Arizona State Route 347 (AKA: John Wayne Parkway), Township 4 South, Range 3 East,
Gila and Salt River Base and Meridian, Pinal County, Arizona.

Contains 1,640 acres, more or less.
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THIS MEMORANDUM OF UNDERSTANDING (this “MOU”) is entered into as of
s
December b? , 2005 between Global Water Resources, LLC, a Delaware limited liability
company (“Global™), and the City of Casa Grande, a municipal corporation (“City™).

RECITALS

WHEREAS Global is engaged in the business of providing water, wastewater and
reclaimied water infrastructure services both inside and outside the jurisdictional boundaries of
the City;

WHEREAS Global is the owner of Santa Cruz Water Company, LLC (“SCW”) and Palo
Verde Utilities Company, LLC (“PVU”) (collectively “Utility Companies™) and provides utility

services through these entities;

WHEREAS SCW and PVU are Arizona public service corporations defined in Article
15, Section 2, of the Arizona Constitution and, as such, are regulated by the Arizona Corporation
Commission (“ACC”). SCW and PVU have been issued Certiﬁcates of Convenience and
Necessity (“CC&N™) by the ACC to provide Water and waste water services (collectively the
“Utility Services™), respectively in designated geographic areas within the State of Arizona;

WHEREAS the City is experiencing rapid gro\mh, and in order to facilitate and manage
further growth, the City wishes to strengthen its relationship with Global and its Uti.lity,
Companies by working with them to generally improve the quality of Utility Services within the
City;

WHEREAS the City intends to facilitate and manage further growth in accordance with
its obligations under the Growing Smarter legislation and Growing Smarter Plus legislation

enacted into law by the Arizona Legislature;




WHEREAS the City is in the process of annexing certain téal property, as more fully
described on Exhibit A hereto (the “Subject Terrifories™) and, in connection therewith, the
Parties desire to work closely and cooperate with each other to assist the orderly assimilation of

these areas;

- WHEREAS the. City is supportive of Global’s pending application to the ACC for
expansion of its CC&N for Utility Services in the City’s General Planning Area and the Parties
acknowledge that the expansion of the CC&N over the Subj‘cct Territories rr'lay’n“ovt be finalized
until such time as the apptopriate Arizona Department of Water Resources (*"ADWR”), Arizona
Department of Environmental Quality (‘ADEQ®) and Central Arizona Association of

Governments (“CAAG™) permits and approvals are in place and the Parties acknowledge that it

will require cooperation and mutual support to achieve the necessary regulatory approvals;

WHEREAS the Parties wish to forny a Public Private Partnership which will benefit both
Parties and significantly enhance and streamline the matiner in which the Parties currently work

together;

WHEREAS the Parties believe such a Public Private Partnership currently represents the
most cost-effective and efficient solution to the water and wastewater challenges facing the

City’s current and anticipated future residents; |

WHEREAS the Parties believe that such a Public Private Partnership will result in the
harmonization of rates within Global’s service area, thereby mitigating customer confusion

regarding rates and utility services;

WHEREAS the City seeks to increase its involvement in the water and wastewater

business within its current municipal limits and its entire planning area;

WHEREAS the City seeks innovative revenue streams that maintain the-City’s‘long—term

fiscal health and defray cost imipacts that may occur in afe'as that are outside current municipal




limits but within its planning area;

WHEREAS the Parties acknowledge Global’s commitment to the City to date, including
Global’s material capital expenditures, its expressed intent to be a contributing corporate citizen

in the community, and its desire to have a positive working relationship with the City;

WHEREAS the Parties acknowledge the significant material capital expenditures and the
consequent strong commitment that will be required by Global to meet the challenges created by

the current rapid growth occurring within the City, and the anticipated continuing future growth;

WHEREAS the Parties acknowledge the universal importance of water and wastewater
services to all governmental jurisdictions, the unique challenges faced by the City in mieeting the
needs of the development community, and the unprecedented growth the City is currently

experiencing;

WHEREAS the Parties acknowledge that the following terms are not intended to limit or
increase the legal responsibilities of the City nor the statutory requirements of Global or its

Utility Cém‘panics;

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency

of which are hereby acknowledged, the partiés hereto agree as follows:

1. Coordination and Commiuiicatioﬁs, _Sfaff of 'thc City and Global shall meet on a
regularly scheduled monthly basis,vand' more or lesé often as needed by mutual consent. City
representatives at theése meeﬁrigs shall normaHy be the City Manager, the Public Works Director,
and the Planning Director, and/ot their designees. Global’s representatives at these meeting shall
normally be the President, the Chief Financial Officer and the Manager of Constriction, or their

designees. Other meetings with other representatives may be arranged as needed.

2. Annual Repoit to the City of Casa Grande. Global shall submit an Annual Report
to the Mayor and City Council. This Annual Repott shall normally be submitted by April 1st




each year, unless the Parties agree on a differeni date, The report ’éhall include: Annual
revenues and expenditures, total number of water and wastewater customers, customers added
this past year, number of customers anti_c_ipated'to be connected next yi:ar, water and wastewater
facilities completed in preceding yeaf, planned projects for: the next yeér(s)_, and a copy of the
annual report to the ACC. Global shall provide free of charge to the City copies of any annual
reports Global provides to ADEQ and/or ADWR.

3. Proposed Rate and/or Fee Adjustments, Global shall submit proposed rate and/or

fee adjustments to the Mayor and City Council for review and commient prior to submission to
the ACC. Global shall allow the City thirty days for the Mayor and City Council to conduct a
public hearing at the City’s next properly noticeable regularly schieduled City Council meeting

regarding the proposed rate and/or fee adjustment before submission to the ACC.

4, Operating/License Agreement and Fees. The parties shall enter into an

operating/license agreement for utility services provided within the City’s current and existing
iricorporated limits, and’for utility services provided within Global’s Planning Ar’eav(ajs set forth
on Exhibit A attached hereto which relates to areas outside of the City’s current and existing
incorporated limits), with the understanding that the City will endeavor in good faith to promptly
replace the operating/licénse agreement with a franchise agreement on or before October 15,
2007 in the event that the ACC Order provided for below has not been entered by April 14, 2006.
Pursuant to the operating/license agreement, and subject to the earlier of (i) entry of a final order
‘(th,e “ACC Order”) by the Arizona Corpoiation Commission’ approving the’» fee provided for
herein; or (ii) April 14, 2006, a fee of 3% of Gross ,'R,éveiriues as it relates to consumptive use-of
water and wastewater by residential and commercial customers within the existing incorporated
limits of the City, the Subject Territories and in Global’s Planning Area shall be paid by Global
to the City of Casa Grande. If the ACC Order has not been éntered by April 14, 2006 following
diligent efforts (which the City will in good faith support and take reasonable steps to cause other
interested parties to support), then the fee of 3% as provided fcr above shall be reduced to 2%
with respect to thé consumptive use of water and wastewater residential and corhmerci‘al
- customers located outside the jurisdictional limits of the City but within Global’s Planning Area;

however, if any property located outside the City’s jurisdictional limits b.ecome‘s a part of the




City’s jurisdictional limits through an annexation, then the fee shall automatically be increased
from 2% to 3% for the annexed property on the date the annexation is effective. In the event the
ACC declines to enter the ACC Otrder, the City will tﬁen proceed with a franchise election (at
Global’s cost) seéking approval of the fees provided for in this Section 5 and to grént Global a
franchise in connection therewith for a term of 25 years. The franchise election shall take place
on a date to be set by the City and shall occur no later than the earlier of 18 months following the
ACC declining to enter the ACC Order or October 15, 2007. Upon the request of Global, the
City agrees to continue to cause franchise elections to occur (at Global’s cost) on at least an
annual basis seeking approval of the franchise provided for herein. All of the foregoing payments
shall be made on a quarterly basis. Gross Revenues shél] includé base fees, consumptive fees,
and industrial and commercial reclaimed water sales but shall not include revenues as they arise
from hook up fees, service connection fees, termination fees, reconnect or disconnect fees, late
fees, NSF fees, account handling fees, or bulk service rate on the sale of construction water. The
| parties acknowledge that Global will seek the consent of the ACC to allow for inclusion of all
fees described within this Section in the monthly consumptive billing of the utilities. The fees
provided for in this Section 5 are flow through fees to PVU and SCW and are ivncrem‘e_ntal to the
i‘ate's currently set in place by the ACC; however, if the ACC does not approve these fees to be
added to the monthly consumptive billings of the Utility Companies, Global shall pay the fees as

an operating expense.

5. Financing Options. The City of Casa Grande and Global shall jointly explore

potential financing options for Global to finance its projects within the City. If the City and
Global agree to jointly finance a project, the Parties will enter into a separate agreement for each

project.

6. Local Office. Global shall maintain an office at its Casa Grande headquarters
facilities to be located at the Palo Verde South East Water Reclamation Campus or in an
alternative location within Global’s Planning Area until such time as sufﬁcient customers are in
place so as to warrant the office being in another location which will be established by Global
with input from the City. '




7. Conservation Efforts. The City will assist Global in promoting community and

school water conservation programs. Assistance may include distribution of educational

materials and access to making pxes‘ent'ations at City and school functions.

8. Reclaimed Water and Reclamation Projects. The parties acknowledge the City’s

interest in long term access to reclaimed water. The parties further acknowledge Global Water's
leadership in the field of water reuse in the region and the critical nature of reclaimed water to
the Global Water business and regional éonservation plan. Accordingly, Global Water agrees to

use reasonable best commercial efforts to use and utilize reclaimed water in the region to the

extent permissible under existing and fiture Arizona Department of Environmental Quality

(“ADEQ") policy for all residential, commercial and industrial applications within Global’s
service area. The City and Global will explore water reclamation projects for parks and school
playgrounds, and will encourage the development of light commercial and- industrial uses of
reclaimed water. Additionally, for that water which carinot be beneficially used within the
service area, Global will either recharge for its benefit that certain volume of water or make that
certain volume of water available to the City for recharge on 4 long term basis. if ﬁna,ncially
feasible, as determined in the sole discretion of the City, the City will install dual plumbing in all
future City owned buildings serviced by Global such that reclaimed water can be used to flush

toilets and setve other non-potable water demands, per Global’s guidelines and State and Federal

- law. The City shall bear the cost of this infrastructure, and shall provide signage to announce the

use of reclaimed water in all public places to assist with conservation and public education

efforts.

9. Economic Dévelopment. The City and Global will explore possible joint efforts

to support industrial and commercial uses in the City. Global will augment the City’s economic
development efforts with its corporate network wherever possible. The City and Global will
explore co-funding of specific employment generating economic development initiatives and
participate on economic development committee(s).

10.  Land Use Planning and Water/Wastéwafer P-Iimjniﬁ‘

Global shall prepare an
annual “Plan for Growth™ for the City of Casa Grande’s planning. area. The City staff shall



provide input and comments on changing land use and density patterns to assist Global in this
planning effort. Global shall submit its annual “Plan for Growth™ report to the Mayor and City
Council by April 1st, unless the Parties agree to a different date.

1. Fee. Effective January 1, 2006 Global shall pay a voluntary fee totaling One
Hundred Dollars ($100.00) for each residential home connecting to Global’s water and
wastewater system within the jurisdictions of the City, as amended from time to time, or outside
the jurisdictions of the City but within Global’s Planning Area (attached hereto as Exhibit A). To
the extent a home connects to only one service, the fee shall be reduced to fifty dollars ($50.00).
The fee will assist the City in defraying administrative costs for water and wastewater services,
including regional planning. The fec shall be payable quarterly in arrears and will become due

upon the connection of a water meter to an occupied residential dwelling by a homeowner.

12, Community Qutreach. The City and Global shall work cooperatively to prepare,
cost-share (in-kind services such as web hosting, graphic design, etc. is considered equitable to
actual funds), and disseminate a community outreach packet. The community outreach packet
will be a collaborative effort by multiple entities within the City, to be distributed to existing and
new homeowners. Global will explore commitments to fund and conduct extensive water
conservation programs and outreach education programs to promote water conservation in the
comm.uﬁity, schools, and public facilities. Global will explore co-sponsoring significant water
reclamation demonstration projects. Global will support community events with bottled water

and a presence at all major municipal functions and events.

13.  Geographic Information System and Information Technology. The City and

Global shall work collaboratively in developing and updating the City’s Geographical
Information System (“GIS™). This may include data sharing and/or integration, cost-sharing on
GIS surveying, cost-shéring on a GIS Geodesic Marker, and other GIS related administrative
items. The City and Global shall share and integrate SCADA systems, CCD Security Data and
Vulnerability Preparedness, Emergency, Oﬁeration‘s,b and Rapid Response Plans, Broadband
Wireless network sharing, and Internet Site Linking. The City and Global shall also explore

opportunities for collaborative billing services.




14.  Annexation. Global shall support the annexation efforts of the City. Global shall
support the City’s efforts to manage and coordinate development in Global’s Planning Areas.
Global will provide water and wastewater modeling services to determine the impact of proposed
developments. Global will share and publish long-term master plans with the City and
continuously update the plans so that the water and wastewater infrastructure is coordinated with

~ the City’s infrastructure plans.

15. Permits. The City will endeavor to streamline permit issuance, plan review, and
related design and construction regulatory issues for Global. The City will endeavor to treat
Global’s permitting submissions as a priority and shall provide the highest priority review the
City can produce in order to return permits promptly. The City will endeavor to assist and
support Global’s efforts to obtain CAAG 208, CC&N, ADEQ, ADWR and other regulatory
approvals required within the Subject Territories. If the City cannot provide a prompt review of
Global’s permits or plans, Global shall have the option of reimbursing the City for any costs
incurred by the City if the City, at Global’s request, hires an outside consultant to expedite the
review of Global’s permits and plans. Any such consultants shall report directly to the City and

take direction only therefrom.

16.  Designated Management Area. The City and Global shall work together to
facilitate the designation of the City of Casa Grande as a Designated Management Agency to
implement and enforce the portions of the area wide Water Quality Management Plan within its
designated area, which wibll be the City’s current planning areé, as Hlustrated by the City df Casa
Grande General Plan. |

17.  Joint Actions and Conditions. In order to efféctuate this MOU, and in addition to

the actions otherwise set forth herein which shall in good faith be pursued by the parties hereto,
the parties shall undertake (or the parties shall support one another in taking) the following

actions in good faith:




a. ACC approval of SCW and PVU’s proposed expansion of the CC&N over
Global’s Planning Area;

b. Execution and approval of an operating/license agreement with the City for
Utility Services provided within the City’s current and existing jurisdictional
boundary and for Utility Services provided outside the City’s current and

existing jurisdictional boundary but within Global’s Planning Area,

¢. ACC approval of the operating/license agreement described in Section 5 and
Section 19(b) above;

d. ACC approval of Global’s request for inclusion of all fees set forth in Section.

5 above in the monthly consumptive billings of the Utility Companies.
e. Ifnecessary, the franchise election provided for in Section 5 above.
18.  Effective Date.- Except as otherwise set forth herein, the obligation of the parties

pursuant to this MOU shall commence thirty days after approval of said MOU by the Casa
Grande City Council. |

19.  Entire Agreement. This MOU contains the entire agreement between the parties
herete and supersedes all previous communications, repteséntations or agreements, written ot

verbal, with respect to its subject matter.

20. Construction. This MOU shall be construed in accordance with the laws of the

State of Arizona.

21. Modification or Amendment. This MOU may not be modified, amended,
rescinded, cancelled or waived, in whole or in part; except by a written instrament signed by the

all parties hereto.




22, Jurisdiction, Venue and Attorneys® Fees and Costs. Subject to the provisions of

this MOU, the prevailing party in any arbitration, proceeding, lawsuit, appeal or other
proceeding brought to enforce or otherwise implement the terms Va'rid conditions of this MOU
shall be entitled to-an award of attorneys’ fees and costs fromi the lesing party. Jurisdiction and

venue shall be in Pinal County, Arizona.

23.  Mediation/Asbitration. In the event that any dispute arises between the parties to

this MOU, the parties first shall attempt to find a neutral person, who is mutually acceptable to
both parties, and who has experience in matters such as those provided for in this MOU, and
request that person to mediate the dispute. In the event that such mediation is not undertaken or
successfully concluded within 45 days aﬁe_.f the dispute arises, the parties to any such dispute
shall submit the dispute to binding arbitration it aceordance with the rules of commercial
arbitration (“Rules”) for the American Arbitration Association (“AAA”). If the claim in the
dispute involves a non-monetary default or breach or does not exceed One Hundred Thousand
Dollars ($100,000), there shall be a single arbitrator selected by mutual agreement of the Parties,
and in the absence of agreement, appointed dccording to the Rules. If the claim in the dispute,
exceeds One Hundred Thousand Dollars ($100,000), the arbitration panel shall consist of three
(3) arbitrators, one of whom shall be selected by each party and the third, who shall serve as
chairman, shall be selected by the AAA. The arbitratof or arbitrators must be knowledgeable in
the subject matter of the dispute. The costs and fees of the arbitrator(s) shall be divided equally
among the partiés. Any decision of the arbitrator(s) shall be supported by written findings of fact
and conclusions of law, The decision of the arbitrator(é) shall be final, subject to the exceptions
outlined in thé Arizona Uniform Arbitration Act, AR.S. § 12-1502, et seq., and judgment may
be entered upon the same. The arbitrator(s) shall control discovery in the proceedings and shall
award the prevailing party its reasonable attorneys’ fees and costs. Any arbitration arising from
this MOU shall occur within Pinal County, or at any other location mutually agreed to by the

Parties.

24.  Assignment, The terms and conditions of this MOU shall bind and inure to the
benefit of the parties hereto and their successors and assigns and legal representatives. Neither

Party shall be allowed to assign this MOU without the express written consent of the other Party:




25.  Waiver. Any waiver of any provision of this MOU shall not constitute a waiver
of any other provision, whether or not similar, nor shall any waiver be a continuing waiver. A
party may waive any provision of this MOU intended for its benefit; provided, however, that -
such waiver shall in no way excuse the other parties from the performance of any of their other
obligations under this MOU.

26,  Section Headings. The section headings used herein are for reference only and

shall not enter into the interpretation hereof.

27.  Relationship of Parties. Nothing coritained in this MOU shall ‘be deemed or

construed to create the relationship of principal and agent or of limited or general partnership or

of joint venture or of any other association between the City and Global.

28.  Notices. Any notices given pursuant to this MOU shall be in writing and shall be

personally delivered or deposited in the United States miail, certified mail, poétag‘e prepaid, return
receipt requested, to a party hereunder. Notices shall be deemed given and received when
personally delivered or three (3) days after deposit in the United States mail to the address set
forth below such party’s signature.
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29. Time of Essence. Time is of the essence for all purposes of this MOU.

30. - Conflict of Interést. This Agreement is subject to the conflict of interest

provisions set forth in A.R.S. § 38-511.

IN WITNESS WHEREOF, each of the parties has executed this MOU as of the date first
above written.
CITY OF CASA GRANDE GLOBAL WATER RESOURCES, LL.C
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Class A+ Reclaimed Waer 1o Waters of the US in tmes of prolonge:

GLOBAL WATER

1 May 2006

Delia M. Carlyle; Chairiian
Ak-Chin Indian Community
C ommunity Lmv&mmem
42507 W Piters & Nall Road
Mfaricepia, A 85239

Rét  Letter of Understanding
Falo Verde Utilitics Company (PVUC) C umui:dawd 208 Regional Water: Quaht‘«'
"fianngemem Plag Amendmcui

Uear Uhainman Carlyle:

Palo Verde Utilities Company (PYUC) snd itx parent CHabat Water Resouroes (G lobal) have been
responding 1o significant growih pressure in the: dreas around the Cites of Marieopa: Al Casy
Grande, and the ‘AK-Chin Tndian C“amzmmuy ((f "'mnmzy} Por Global, the 540
ahead of the growth in s of infrasirucisre is intense the wanmnccs of f fiot bemgvahe&d in
planuiig, however, are dire,

Hwasunder these cireumsiances that Global in 2004 began praparing the regional plan for water,
wagstewater and reclpimed water sérviees. This plan came (o be. jown s the “Consolidated 208
Plan™ and provxdéa B raspmqsm!c.‘ responsive and lesible wppromch to. environmental
sugtainability in the region. Included in this Consolidated 208 th was. the-provision for re-use;
recharge and discharges towashes in the area. Any discharges to Warers of the United States
would he perniticd by ADEQ under the Arizond Poﬂutam Dx&tharge Izhmmatm:s System

',(A.ZPDLS) program.

Rotwithstanding the operational: benefits.of an “eniergency valve” 1o aflow f‘ur the deiwmr of

cmmunpl ion, or ﬂw j‘au ﬁm i.he reclmmed water: ﬁmpo:,ed to be dxsaimrg‘,d cgn ha '

’Accordmgf;-ﬁ Gkrhal and’ P‘\ft_lt_“ are. wmm o remove the: d&velopmem cn‘ pmpmed._ncu

: G1 GOmEs. Mﬂmwﬁw mm re;pef:; tothe de;aioyment of ’fEﬂhMgc and
re-use mﬁ’astmcmre and assaciated operating vsts:

Rem;,mzmg the lmpormnce Gf the de\feiapmem af a

cantinusd: w
”m a plann&d and mana},ed manner, Gkﬁmi anﬂ PVUC agre?é to:

21410 Nireh [91h Avirnle, Soice 201, Phioris, Arizotia 85027 P £23 600450
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f. Amend and re-subniit o CAAG the Consplidated” 208 Plan and stipulate on the
record during the Miy 24, 2006 Pinal County Board of Supervisor’s livaring on case
IUP-001- G(S to withdraw the upsirean discharge points that ineluds the Vekol, Sarita
Rosa, Smith snd Santa Cruz washes, including their mﬁuﬁmez, and the Santa Rosa
Canal et sould regult Inoan impact or flow thmuah the sovergign land of the Ak-
Chin Indian Cominunity:

o

Beploy the necessary re-use and recharge infrastructure to preclude.a m;um et for
such diseliarges 1o the Waters-of the US;

A Work with thé Cenimutity o preserve aquifer water quallty for ¢ region il
provide mianitoring ang : , a5 agreed 10 by Global and the Cotamunity
such data ay iU rglndesto mcjxarge activity and water quality and provide for the

opportunity 1 review applicativus, reports s oflier relevant regulatory filings:

4. Conselt- with the Commiunity in connection with {Habal’s walde, wastewaler, dnd
reclarmaeld water regicnal ::si:mmzm activities; and’

& Reiterare the offer to the Community 10-assdSt in providing water, wistewater and
recliinmed water services as dw.mui approprise and agread to by Globl and the
Commuynity,

Thie Comnunity:

pumm m}m{‘u pmlmmn nermzm umiergmmd smrage fac ity permﬁs vex:cwuy
permits, industrial use permits and othor applicable permitsy; and

&

Recopnizes the bénefit of Global's re-use and regharge initiatives and offers no
ohjections o the PVUC Industrial Use Perntit application. pre«:euﬂy under reyvicw by
Pinal County,

the, e’ mitwa] hu ﬂﬂ‘g&. A> aut}l i reprc;xm

Coopératicn.

-'Sincz:ml;v;

GLOBAL WATER RESOURCES ARCIUN. INDIAN COMMUNITY COUNCH,
PALOVERDEU PANY

’ Betia M. Carlyle
Chairman, Ak-Chin Tndian Community
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Verna Colwell

From: Verna Colwell
Sent: Monday, July 23, 2007 1:36 PM
To: 'ktrumpower@kellerrohrback.com'

Subject: Gevity HR v. Clear Choice
Importance: High
Attachments: 2761_001.pdf

Karen, attached is Darren Dierich's Answer to the Complaint. Please let me know if I can be of any further assistance.

Verna Colwell

Legal Assistant to John E. DeWulf, Esq.
and Jeffrey D. Gardner, Esq.

Roshka DeWulf & Patten, PLC

One Arizona Center

400 East Van Buren, Suite 800

Phoenix, Arizona 85004

Phone: 602.256.6100

Fax: 602.256.6800

E-mail: vcolwell@rdp-law.com

For more information about Roshka DeWulf & Patten, please see our website at www.rdp-law.com.

This message and any of the attached documents contain information from the law firm of Roshka DeWulf and Patten, PLC and may be confidential and/or privileged. If you are
not the intended recipient, you may not read, copy, distribute or use this information and no privilege has been waived by your inadvertent receipt. If you have received this

transmission in error, please notify the sender by reply e-mail and then delete this message. Thank you.

7/23/2007
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MEMORANDUM OF UNDERSTANDING

THIS MEMORANDUM OF UNDERSTANDING (this “MOU”) is entered into as of
Decemberé, 2005 between Global Water Resources, LLC, a Delaware limited liability
company (“Global™), and the City of Maricopa, a municipal corporation (“City”).

RECITALS

WHEREAS Global is engaged in the business of providing water, wastewater and
reclaimed water infrastructure services both inside and outside the jurisdictional boundaries of
the City;

WHEREAS Global is the owner of Santa Cruz Water Company, LLC (“SCW”) and Palo
Verde Utilities Company, LLC (“PVU™) (collectively “Utility Companies™) and provides utility

services through these entities;

WHEREAS SCW and PVU are Arizona public service corporations defined in Article
15, Section 2, of the Arizona Constitution and, as such, are regulated by the Arizona Corporation
Commission (*ACC”). SCW and PVU have been issﬁed Certificates of Convenience and
Necessity (“CC&N”) by the ACC to provide water and waste water services (collectively the
“Utility Services”), respectively in designated geographic areas within the State of Arizona;

WHEREAS the City is experiencing rapid growth, and in order to facilitate and manage
further growth, the City wishes to strengthen its relationship with Global and its Utility
Companies by working with them to generally improve the quality of Utility Services within the
City;

WHEREAS the City intends to facilitate and manage further growth in accordance with
its obligations under the Growing Smarter legislation and Growing Smarter Plus legislation

enacted into law by the Arizona Legislature;

- WHEREAS the City is in the process of annexing certain real property, as more fully




described on Exhibit A hereto (the “Subject Territories”) and, in connection therewith, the
Parties desire to work closely and cooperate with each other to assist the orderly assimilation of

these areas;

WHEREAS the City is supportive of Global’s pending application to the ACC for
expansion of its CC&N for Utility Services in the areas formerly known as the 387 District Areas
and the Parties acknowledge that the expansion of the CC&N over the Subject Territories may
not be finalized until such time as the appropriate Arizona Department of Water Resources
(“ADWR”), Arizona Department of Environmental Quality (“ADEQ”) and Central Arizona
Association of Governments (“CAAG”) permits and approvals are in place and the Parties
acknowledge that it will require cooperation and mutual support to achieve the necessary

regulatory approvals;

WHEREAS the Parties wish to form a Public Private Partnership which will benefit both
Parties and significantly enhance and streamline the manner in which the Parties curreritly work
together;

WHEREAS the Parties believe such a Public Private Partnership currently represents the
most cost-effective and efficient solution to the water and wastewater challenges facing the

City’s current and anticipated future residents;

WHEREAS the Parties believe that such a Public Private Partnership will result in the
harmonization of rates within Global’s service area, thereby mitigating customer confusion
regarding rates and utility services;

WHEREAS the City seeks to increase its involvement in the water and wastewater

business within its current municipal limits and its entire planning area;
WHEREAS the City seeks innovative revenue streams that maintain the City’s long-term
fiscal health and defray cost impacts that may occur in areas that are outside current municipal

limits but within its planning area;

WHEREAS the Parties acknowledge Global's commitment to the City to date, including




Global’s material capital expenditures, its expressed intent to be a contributing corporate citizen

in the community, and its desire to have a positive working relationship with the City;

WHEREAS the Parties acknowledge the significant material capital expenditures and the
consequent strong commitment that will be required by Global to meet the challenges created by
the current rapid growth occurring within the City, and the anticipated continuing future growth;

WHEREAS the Parties acknowledge the universal importance of water and wastewater
services to all governmental jurisdictions, the unique challenges faced by the City in meeting the
needs of the development commuhity, and the unprecedented growth the City is currently

experiencing;
WHEREAS the Parties acknowledge that the following terms are not intended to limit or
increase the legal responsibilities of the City nor the statutory requirements of Global or its

Utility Companies;

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency
of which are hereby acknowledged, the parties hereto agree as follows:

1. Acquisition of the Assets of Sonoran Utilities Services LLC. The City of

Maricopa will support the acquisition of the assets of Sonoran Utilities Services LLC by Global,
the dissolution of the 387 Districts, and Global’s submission to the ACC to acquire the CC&Ns
required to provide the Utility Services in the areas formerly known as the 387 District Area, and
in the future use of the assets and/or rights acquired from Sonoran with respect to those areas
within Global’s Planning Area as more particularly described on Exhibit C attached hereto and

incorporated herein by this reference.

2. Coordination and Communications. Staff of the City and Global shall meet on a
regularly scheduled monthly basis, and more or less often as needed by mutual consent. City
representatives at these meetings shall normally be the City Manager, the Public Works Director,
and the Planning Director, and/or their designees. Global’s representatives at these meeting shall
normally be the President, the Chief Financial Officer and the Manager of Construction, or their

designees. Other meetings with other representatives may be arranged as needed.




3. Annual Report to the City of Maricopa. Global shall submit an Annual Report to
the Mayor and City Council. This Annual Report shall normally be submitted by April 1st each
year, unless the Parties agree on a different date. The report shall include: Annual revenues and

expenditures, total number of water and wastewater customers, customers added this past year,
number of customers anticipated to be connected next year, water and wastewater facilities
completed in preceding year, planned projects for the next year(s), and a copy of the annual
report to the ACC. Global shall provide free of charge to the City copies of any annual reports
Global provides to ADEQ and/or ADWR.

4, Proposed Rate and/or Fee Adjustments. Global shall submit proposed rate and/or

fee adjustments to the Mayor and City Council for review and comment prior to submission to
the ACC. Global shall allow the City thirty days for the Mayor and City Council to conduct a
public hearing at the City’s next regularly scheduled City Council meeting regarding the

proposed rate and/or fee adjustment before submission to the ACC.

3. Operating/License Agreement and Fees. The parties shall enter into an

operating/license agreement for utility services provided within the City’s current and existing
incorporated lhﬁits, and for utility services provided within Global’s Planning Area (as set forth
on Exhibit C attached hereto which relates to areas outside of the City’s current and existing
incorporated Vlimits), with the understanding that the City will endeavor in good faith to promptly
replace the operating/license agreement with a franchise agreement on or before October 135,
2007 in the event that the ACC Order provided for below has not been entered by April 14, 2006.
Pursuant to the operating/license agreement, and subject to the earlier of (i) entry of a final order
(the “ACC Order”) by the Arizona Corporation Commission approving the fee provided for
herein; or (ii) April 14, 2006, a fee of 3% of Gross Revenues as it relates to consumptive use of
water and wastewater by residential and commercial customers within the existing incorporated
limits of the City, the Subject Territories and in Globai’s Planning Area shall be paid by Global
to the City of Maricopa. If the ACC Order has not been entered by April 14, 2006 following
diligent efforts (which the City will in good faith support and take reasonable steps to cause other
interested parties to support), then the fee of 3% as provided for above shall be reduced to 2%
with respect ‘to the consumptive use of water and wastewater residential and commercial

customers located outside the jurisdictional limits of the City but within Global’s Planning Area;




however, if any property located outside the City’s jurisdictional limits becomes a part of the
City’s jurisdictional limits through an annexation, then the fee shall automatically be increased
from 2% to 3% for the annexed property on the date the annexation is effective. In the event the
ACC declines to enter the ACC Order, the City will then proceed with a franchise election (at
Global’s cost) seeking approval of the fees provided for in this Section 5 and to grant Global a
franchise in connection therewith for a term of 25 years. The franchise election shall take place
on a date to be set by the City and shall occur no later than the earlier of 18 months following the
ACC declining to enter the ACC Order or October 15, 2007. Upon the request of Global, the
City agrees to continue to cause franchise elections to occur (at Global’s cost) on at least an
annual basis seeking approval of the franchise provided for herein. All of the foregoing payments
shall be made on a quarterly basis. Gross Revenues shall include base fees, consumptive fees,
and industrial and commercial reclaimed water sales but shall not include revenues as they arise
from hook up fees, service connection fees, termination fees, reconnect or disconnect fees, late
fees, NSF fees, account handling fees, or bulk service rate on the sale of construction water. The
parties acknowledge that Global will seek the consent of the ACC to allow for inclusion of all
fees described within this Section in the monthly consumptive billing of the utilities. The fees
provided for in this Section 5 are flow through fees to PVU and SCW and are incremental to the
rates currently set in place by the ACC; however, if the ACC does not approve these fees to be
added to the monthly consumptive billings of the Utility Companies, Global shall pay the fees as

an operating expense.

6. Financing Options. The City of Maricopa shall explore potential financing
options for Global to finance its projects within the City. Global and City will commit to jointly

funding the formation of the necessary structures required to access Industrial Development
Authority finances, If the City and Global agree to jointly finance a project, the Parties will enter

into a separate agreement for each project.

7 Local Office. Global shall maintain an office at the City of Maricopa’s new City

Hall primarily for customer service or in the alternative at its Maricopa headquarters facilities to
be located at the Palo Verde Water Reclamation Campus. Global will make this decision with
input from the City. If Global elects to maintain an office at the new City Hall, the Parties will

enter into a separate lease agreement for that office.




8. Conservation Efforts. The City will assist Global in promoting community and

school water conservation programs. Assistance may include distribution of educational

materials and access to making presentations at City and school functions.

9. Reclamation Projects. The City and Global will explore water reclamation

. projects for parks and school playgrounds, and will encourage the development of light
commercial and industrial uses of reclaimed water. If financially feasible, as determined by the
City, the City will install dual plumbing in all future City owned buildings such that reclaimed
water can be used to flush toilets and serve other non-potable water demands, per Global’s
guidelines and State and Federal law. The City shall bear the cost of this infrastructuie, and shall
provide signage to announce the use of reclaimed water in all public places to assist with

conservation and public education efforts.

10. __ Economic Development. The City and Global will explore possible joint efforts

to support industrial and commercial uses in the City. Global will augment the City’s economic
development efforts with its corporate network wherever possible. The City and Global will
explore co-funding of specific employment generating economic development initiatives and

participate on economic development committee(s).

11.  Land Use Planning and Water/Wastewater Planning. Global shall prepare an

annual “Plan for Growth” for the City of Maricopa’s planning area. The City staff shall provide
input and comments on changing land use and density patterns to assist Global in this planning
effort. Global shall submit its annual “Plan for Growth™ report to the.Mayor and City Council by
April 1st, unless the Parties agree to a different date.

12.  Fee. Effective January 1, 2006 Global shall pay a voluntary fee totaling Fifty
Dollars ($50.00) for each residential home connecting to Global’s water and wastewater system
within the jurisdictional limits of the City, as amended from time to time. The fee will assist the
City in defraying administrative costs for water and wastewater services. The voluntary fee shall
be increased to One Hundred Dollars ($100.00) for all other areas within Global’s Planning Area
(attached hereto as Exhibit C, exclusive of the Ak-Chin Indian Reservation). The fee shall be
payable quarterly in arrears and will become due upon the connection of a water meter to an

occupied residential dwelling by a homeowner.




13.  Community Qutreach. The City and Global shall work cooperatively to prepare,
cost-share (in-kind services such as web hosting, graphic design, etc. is considered equitable to
actual funds), and disseminate a community outreach packet. The community outreach packet
will be a collaborative effort by multiple entities within the City, to be distributed to existing and
new homeowners. Global will explore commitments to fund and conduct extensive water
conservation programs and outreach education programs to promote water conservation in the
community, schools, and public facilities. Global will explore co-sponsoring significant water

reclamation demonstration projects. Global will support community events with bottled water

~and a presence at all major municipal functions and events.

14.  Geographic Information System and Information Technology. The City and

Global shall work collaboratively in developing and updating the City’s Geographical

. Information System (“GIS”). This may include data sharing and/or integration, cost-sharing on

GIS surveying, cost-sharing on a GIS Geodesic Marker, and other GIS related administrative
items. The City and Global shall share and integrate SCADA systems, CCD Security Data and
Vulnerability Preparedness, Emergency, Operations, and Rapid Response Plans, Broadband
Wireless network sharing, and Internet Site Linking. The City and Global shall also explore

opportunities for collaborative billing services.

15.  Annexation. Global shall support the annexation efforts of the City. Global shall

support the City’s efforts to manage and coordinate development in Global’s Planning Areas.

Global will provide water and wastewater modeling services to determine the impact of proposed
developments. Global will share and publish long-term master plans with the City and
continuously update the plans so that the water and wastewater infrastructure is coordinated with
the City's infrastructure plans.

16. _ Permits. The City will endeavor to streamline permit issuance, plan review, and

related design and construction regulatory issues for Global. The City will endeavor to treat
Global’s permitting submissions as a priority and shall provide the highest priority review the
City can produce in order to return permits promptly. The City will endeavor to assist and
support Global’s efforts to obtain CAAG 208, CC&N, ADEQ, ADWR and other regulatory

approvals required within the Subject Territories. If the City cannot provide a prompt review of




“Global’s permits or plans, Global shall have the option of reimbursing the City for any costs

incurred by the City if the City, at Global’s request, hires an outside consultant to expedite the

review of Global’s permits and plans.

17. Maricopa_Domestic Water District. The City and Global will consider and

cooperate in achieving operational integration efforts and the potential sale of water to Global by
the Maricopa Domestic Water District.

18. _ Designated Management Area. The City and Global shall work together to

facilitate the designation of the City of Maricopa as a Designated Management Agency to
implement and enforce the portions of the area wide Water Quality Management Plan within its
designated areca, which will be the City’s current planning area, as illustrated by the City of

Maricopa General Plan,

19. Joint Actions and Conditions. In order to effectuate this MOU, and in addition to
the actions otherwise set forth herein which shall in good faith be pursued by the parties hereto,
the parties shall undertake (or the parties shall support one another in taking) the following

actions in good faith:

a. ACC approval of SCW and PVU’s proposed expansion of the CC&N over
Global’s Planning Area;

b. Execution and approval of an operating/license agreement with the City for
Utility Services provided within the City’s current and existing jurisdictional
boundary and for Utility Services provided outside the City’s current and
existing jurisdictional boundary but within Global’s Planning Area;

c. ACC approval of the operating/license agreement described in Section S and
Section 19(b) above;

d. ACC approval of Global’s request for inclusion of all fees set forth in Section
5 above in the monthly consumptive billings of the Utility Companies.



e. If necessary, the franchise election provided for in Section 5 above.

20. Effective Date. Except as otherwise set forth herein, the obligation of the parties
pursuant to this MOU shall commence thirty days afier approval of said MOU by the Maricopa
City Council.

21, Entire Agreement. This MOU contains the entire agreement between the parties
hereto and supersedes all previous communications, representations or agreements, written or

verbal, with respect to its subject matter.

22. Construction. This MOU shall be construed in accordance with the laws of the State
of Arizona.

23. Modification or Amendment. This MOU may not be modified, amended, rescinded,
cancelled or waived, in whole or in part, except by a written instrument signed by the all parties

hereto.

24. Jurisdiction, Venue and Attorneys’ Fees and Costs, Subject to the provisions of this
MOU, the prevailing party in any arbitration, proceeding, lawsuit, appeal or other proceeding
brought to enforce or otherwise implement the terms and conditions of this MOU shall be
entitled to an award of attorneys’ fees and costs from the losing party. Jurisdiction and venue
shall be in Pinal County, Arizona.

25. Mediation/Arbitration. In the event that any dispute arises between the parties to this
MOU, the parties first shall attempt to find a neutral person, who is mutually acceptable to both

parties, and who has experience in matters such as those provided for in this MOU, and request
that person to mediate the dispute. In the event that such mediation is not undertaken or
successfully concluded within 45 days after the dispute arises, the parties to any such dispute
shall submit the dispute to binding arbitration in accordance with the rules of commercial
arbitration (“Rules™) for the American Arbitration Association (“AAA”). If the claim in the
dispute involves a non-monetary default or breach or does not exceed One Hundred Thousand
Dollars ($100,000), there shall be a single arbitrator selected by mutual agreement of the Parties,

and in the absence of agreement, appointed according to the Rules. If the claim in the dispute,



exceeds One Hundred Thousand Dollars ($100,000), the arbitration panel shall consist. of three
(3) arbitrators, one of whom shall be selected by each party and the third, who shall serve as
chairman, shall be selected by the AAA. The arbitrator or arbitrators must be knowledgeable in
the subject matter of the dispute. The costs and fees of the arbitrator(s) shall be divided equally
among the parties. Any decision of the arbitrator(s) shall be supported by written findings of fact
and conclusions of law. The decision of the arbitrator(s) shall be final, subject to the exceptions
outlined in the Arizona Uniform Arbitration Act, AR.S. § 12-1502, et seq., and judgment may
be entered upon the same. The arbitrator(s) shall control discovery in the proceedings and shall
award the prevailing party its reasonable attorneys’ fees and costs. Any arbitration arising from
this MOU shall occur within Pinal County, or at any other location mutually agreed to by the
Parties. '

26. Assignment. The terms and conditions of this MOU shall bind and inure to the
benefit of the parties hereto and their successors and assigns and legal representatives. Neither
Party shall be allowed to assign this MOU without the express written consent of the other Party.

27. Waiver. Any waiver of any provision of this MOU shall not constitute a waiver of
any other provision, whether or not similar, nor shall any waiver be a continuing waiver. A party
may waive any provision of this MOU intended for its benefit; provided, however, that such '
waiver shall in no way excuse the other parties from the performance of any of their other
obligations under this MOU.,

28. Section Headings. The section headings used herein are for reference only and shall

not enter into the interpretation hereof.

29, Relationship of Parties. Nothing contained in this MOU shall be deemed or construed

to create the relationship of principal and agent or of limited or general partnership or of joint

venture or of any other association between the City and Global.
30. Notices. Any notices given pursuant to this MOU shall be in writing and shall be

personally delivered or deposited in the United States mail, certified mail, postage prepaid, return

receipt requested, to a party hereunder. Notices shall be deemed given and received when
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personally delivered or three (3) days after deposit in the United States mail to the address set
forth below such party’s signature.

31. Time of Essence. Time is of the essence for all purposes of this MOU,

32. Conflict of Interest. This Agreement is subject to the conflict of interest provisions
set forth in A.R.S. § 38-511.

IN WITNESS WHEREOF, each of the parties has executed this MOU as of the date first

above written.

CITY OF MARICOPA GLOBAL WATER RESOURCES, LLC
: By:
YAV V—rp A v
Title: /W/@////é Title: Z«Z&/pﬂ// Pas-—)
Address: Address: 2oy A AP M 2o

Copse,  RTE 7

ATTEST:

tyr Clerk

APPROVED AS TO FORM:

N0 g lf
QCib}Attomﬁ vr
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EXHIBIT A- SUBJECT TERRITORIES (4s defined in this MOU includes the current
jurisdictional limits for the City of Maricopa and the Annexation Petitions that are currently
pending with the City of Maricopa)

Legend
[ city Limits Annex 05-07
Gila River Reservation Annex 05-04
Maricopa (Ak-Chin) Reservation Annex 05-05
- Annex 05-06




EXHIBIT B - GLOBAL SERVICE AREA

.......

T s
“ R
1™ I
-
-
Legend
D City Limits - Global_Water Gita River Reservation
=) swaos_approved Maricopa (Ak-Chin) Reservation
B sonoran 387 acuisition




EXHIBIT C — GLOBAL’S PLANNING AREA

Legend
City Limits

Planning

Gila River Reservation

Maricopa (Ak-Chin) Reservation
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Quarterly MOU Payments to City of Maricopa

Date Check # Amount Period Covered
8/9/2006 4797 $ 96,534.17 2nd Qtr 2006
11/9/2006 6420 $ 139,075.68 3rd Qtr 2006
1/17/2007 8190 $ 77,667.97 4th Qtr 2006
4/20/2007 10491 $ 106,264.09 1st Qtr 2007
7/13/2007 14722 $ 96,816.69 2nd Qtr 2007

Total: $ 516,358.60

Note: Al checks written by Global Water Resources, LLC
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